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Consolidating the Country’s Banking 
_ Systems 





EPORTS have been current of late of a plan to force all the 
banks of the United States into the Federal Reserve System 
as a part of the defensive measures considered necessary in 

view of the conditions now existing. 

If there shall be shown any real necessity for such a step for 
the purpose indicated, this MAGAZINE would be the last to oppose 
it. Whatever measures the Government shall consider necessary 
to solidify the financial and banking system of the United States 
as a part of the plan of national defense deserve united support. 

But it has not yet been shown that there is any real need of con- 
solidating the banks of the country for the purpose indicated. Nor 
has anybody yet made clear that such consolidation, if effected, 
would be of any material benefit to the Government in its emer- 
-gency or to the people. 

Whatever might be done with the banking system under the 
plea of military necessity, there would seem no financial urgency 
justifying such a step at present. Our banking and financial sys- 
tem is so strong that practically we have the entire world at our 
mercy. This is not a time to put forth a plea of banking weakness. 
Such a pretext would be so shallow as to deceive nobody. 

For some purposes, a degree of banking unity and codperation 
would be welcomed. But this is quite a different thing from bring- 
ing all the state banks into a Federal system and reducing them all 
to a dead level. Things are not the same in all parts of this country. 
And the respective systems now existing can be made to respond to 
local needs better than a system of banks operating under uniform 
laws. Were this not the case, what explanation could be offered 
for the 18,000 state banks? 

Upon this subject some very pertinent views were thus expressed 
by Elliott C. McDougal, president of the Bank of Buffalo, Buffalo, 
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N. Y. Addressing Group III of the New York State Bankers 
Association, Mr. McDougal said: 


“Some years ago,.in New York, I attended the annual dinner 
of Group VIII of the New York State Bankers Association. After 
the dinner three foreign bankers—one from Berlin, one from Paris 
and one from Liverpool, England—explained the banking systems 
of their different countries. When the Englishman arose, he said: 
‘An English bank can lend to whomsoever it pleases, in any amounts 
it pleases, on any kind of security it pleases, or without security if 
it pleases. It can carry any reserve it pleases, in any kind of money 
it pleases, or no reserve if it pleases.’ 

“Subject to a few broad laws, English banking is absolutely free 
to adjust itself to business requirements,. Still, no English bank, 
no matter how powerful, dare, in the face of public opinion, conduct 
its business unsoundly. This freedom in banking, this ability in- 
stantly to adjust banking facilities to changing business needs, is 
what has made London the banking center of the world. You 
cannot put the banking business of this country in a straight-jacket 
and expect it to serve the public well. Legislators and public offi- 
cials are too apt to forget that commercial banks are simply instru- 
ments for the facilitation of business. The more restrictions which 
are put upon banks, the less able are they to give to the public that 
service which is necessary to the fullest development of trade and 
commerce. 

“The Federal Reserve Board has requested power to change, 
from time to time, the percentage of reserve required. If the Fed- 
eral Reserve Board were composed of seven of the best bankers in 
the United States of America, they would not have wisdom enough 
to exercise this power. ‘The proper way to control reserves is 
through the rate of discount. This is largely experimental. For 
instance, a certain rate is fixed. No board can tell whether or not 
that is the correct rate. In another week the rate again may be 
changed. The second rate may not prove to be the correct rate. 
The experiment is continued until the desired results are accom- 
plished. If the results are accomplished, the final rate must be cor- 
rect. By the following week, a further change in the situation may 
require a still different rate. 

“Tt is urged that the Federal Reserve Bank of New York has a 
perfect right to present checks on any bank, at the counter of that 
bank, and to demand payment in cash at par. That is perfectly 
true. Had the Federal Reserve Bank no other purpose than to pro- 
cure cash, there could be no valid criticism of its action. The trouble 
is that such is not its real purpose. That purpose clearly is to force 
banks upon which checks are drawn to remit New York exchange 
at par. Ata conference of country bankers in Rochester an Assist- 
ant Cashier of the Federal Reserve Bank of New York stated that 
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the furnishing of New York exchange, and the transfer of funds 
from one city to another, were services for which no bank had any 
right to make a charge. Any man with ordinary common sense 
knows that this is nonsense. Such service costs money. It pre- 
supposes the procuring and the maintaining of banking connections 
and the keeping of balances in other cities. It presupposes clerk 
hire, stationery and rent. A bank furnishing such facilities at par 
does so at a loss. A bank has a perfect right to make a charge 
covering cost, plus a fair profit. 

“When the Federal Reserve Bank of New York takes the posi- 
tion that this service must be furnished not only for nothing but at 
an actual loss, it takes an untenable and an unjust position. It is 
perfectly true that, in the past, some country banks have charged 
exorbitant rates. It may be true that to-day some of them are 
charging exorbitant rates. The Federal Reserve Bank is perfectly 
justified in collecting checks upon such banks in any way it chooses. 
When country banks are willing to remit small amounts at one- 
tenth of one per cent., and moderate sized amounts at one-twentieth 
of one per cent., such banks are asking no more than fair compensa- 
tion for their services. To attempt to coerce such banks is unjust. 
The statement that they are not entitled to charge for such services 
is untrue. To use the technical argument that they should not 
object to redeeming at par, over their own counter, checks drawn 
upon them, when these checks are presented, not simply to get cash, 
but to coerce them, is insincere. 

“Tt has been stated that the Federal Reserve Board intends to 
make every bank check worth par in every part of the United States. 
The Board might just as easily decree that two and two shall make 
five. A check upon San Francisco is worth par to a man in San 
Francisco, To a man in Denver it is worth a little less than par. 
To a man in St. Louis, a little less than that. To a man in New 
York or Boston, a little less than that. The same is true of a check 
on Minneapolis in the hands of a man in Minneapolis as compared 
with the same check in the hands of a man in St. Louis or in the 
hands of a man in New Orleans. Genuine country-wide parity for 
local checks is a theoretical dream. Unnatural, enforced parity, 
under unjust laws, might be possible, just as it might be possible 
to pass a law that a shipper of oranges in California should receive 
for a box of oranges which he has shipped to Maine, and upon which 
he has paid freight, the same price that he would receive for the 
same box of oranges in California. 

“Superficially considered, it may seem that this question of col- 
lection charges, while important as a matter of justice to our entire 
state banking community, is important as a matter of selfish interest 
to country bankers only. Considered from the point of their selfish 
interests, and looking no further than their noses, Buffalo banks 
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undoubtedly are indifferent to the action of the Federal Reserve 
Bank of New York in its endeavor to coerce state banks. The prob- 
ability is that banks in Rochester, Syracuse, Albany and other clear- 
ing house cities, are similarly indifferent. Nevertheless, all state 
institutions, not even excepting those of New York City, should 
realize that self-preservation requires united opposition to the Fed- 
eral Reserve Bank or to any other power which endeavors unjustly 
to coerce even a small part of our state banking institutions. 

“The solidarity of the banking system of New York is at stake. 
Should cur strong state banking system fall, how can any other 
state system hope to stand? 

“It must be perfectly plain to anyone who is not wilfully blind 
that it is the intention of the Federal Reserve Board to force into 
the Federal Reserve System all state institutions. The Federal 
Reserve Board says that such institutions will be received into the 
system on very favorable terms, and that they will be allowed to 
remain, each under the supervision of its own state banking depart- 
ment. Probably such an arrangement could not long continue. 
There would be conflict of authority and discord between the au- 
thorities of the United States and the authorities of the state of New 
York. While no man can prophesy exactly what would happen, the 
probability is that the powers of the Federal Reserve Board gradu- 
ally would encroach upon the powers of the state banking depart- 
ment, until the powers of the latter were practically extinguished, 
while the state banks members of the Federal Reserve Association 
looked helplessly on. 

“This is the main danger, compared with which the question of 
collection charges sinks into insignificance. 

“To anticipate and to prevent this danger, state banks of dis- 
count and trust companies should join in a state clearing-house 
association, with powers to do everything for a member that the 
Federal Reserve System can do, except the power to issue currency. 
To meet that lack, the executive committee of the association should 
be authorized to procure currenev for any member in case of need, 
paying a premium for it if necessary. 

“Years of experience covering several panics have proven the 
clearing-house association to be the quickest, the least expensive and 
the best method of meeting unforeseen emergencies. With such an 
association, membership in which would be much less expensive than 
membership in the Federal Reserve Association, our state system 
would be entirely independent of the national system. 

“Such independence is desired, not for attack upon the national 
system, but for mutual protection of members in times of financial 
stress, and for defense against such attacks on the part of the Fed- 
cral Reserve System as exist to-day.” 

Mr. McDougal is unquestionably right in the tribute he pays 





THE BANKERS MAGAZINE 241 


to the efficiency of the clearing-house. And, it may be added, that 
but for the interference of the Federal Reserve System—an inter- 
ference which many regard as costly and revolutionary—the coun- 
try’s banking problems would all have been gradually worked out 
on the lines which experience approved. 





GOOD YEAR FOR THE NATIONAL BANKS 





IGURES compiled by the Comptroller of the Currency show 
that the national banks of the United States earned both gross 
and net the largest amounts during the last year of any time 

in their history. 

Their gross earnings aggregated $600,000,000, as compared 
with $528,000,000 for the fiscal year ending June 30, 1915, an in- 
crease of 13.6 per cent., while the net earnings for the calendar year 
ending December 31, 1916, amounted to $170,000,000, an increase 
of $43,000,000, or 34 per cent. over the earnings for the fiscal year 
ending June 30, 1915. The gross earnings for the last six months 
of 1916 were at the rate of $628,000,000 a year, while the net earn- 
ings for the same six months were at the rate of $185,000,000 per 
annum, or 29.5 per cent. of gross earnings. During these last six 
months the national banks of the country have earned at the rate of 
over 17 per cent. per annum on their entire capital stock, and over 
10 per cent. per annum on their combined capital and surplus. 

These highly favorable results, the Comptroller points out, have 
been coincident with a radical reduction in the rates of interest 
charged borrowers in all parts of the country, in the larger cities as 
well as in the rural districts. 

If it shall be found on further experience that the banks continue 
to earn more money with interest rates lowered, the conclusion may 
be reached that the lessened rate has added to the volume of business, 
thus reducing the proportionate cost. The banks may have to work 
a little harder, but their profits will be greater. Possibly the thought 
of rendering a wider service may afford some compensation for the 
extra labor. 

As one swallow does not make a summer, neither do the high 
earnings of the banks one year under the Federal Reserve System 
prove what they will earn under less favorable general business con- 
ditions. But putting the most favorable construction on the figures 
quoted, and taking the net earnings of the last six months of 1916— 
ten per cent. of capital and surplus—there is nothing remarkable in 
this rate. It is one with which the average manufacturer would not 
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be satisfied. Since the banks are admittedly managed by men of 
exceptional business ability, it would only seem reasonable that their 
institutions should earn more than the average. But they keep on 
the safe side and avoid the risks which greater profits might entail. 
Many banks have seemed disheartened at the loss of some of their 
profits under the new banking system. The exverience of a single 
year affords no criterion for judging how they are to be permanently 
affected by the change. And this observation is especially true when 
applied to a year so abnormal in many respects as was the year 1916. 





AN ODD PIECE OF BANKING LITERATURE 





S an innovation in the current literature of banking, the fol- 
lowing may be of interest. It is taken from a circular signed 
by R. H. Treman, deputy governor of the Federal Reserve 

Bank of New York, and dated January 15, 1917: 


“You will observe that while the reserves of member banks in 
the Reserve Bank are subject to withdrawal by check, the Federal 
Reserve Act requires penalties to be imposed for deficiencies in 
reserves. The penalty, which has been fixed by the Federal Reserve 
Board for the present at two per cent. above the ninety-day discount 
rate, is at the rate of six per cent, per annum. The practice of this 
bank has been to calculate reserves on the basis of a monthly average, 
and when reserve balances are likely to become impaired most mem- 
ber banks prefer to rediscount with the Reserve Bank to maintain 
them rather than pay the penalty. 


“A recent amendment to the Federal Reserve Act gives member 
banks the privilege of borrowing from this bank, for periods not 
exceeding fifteen days, on their own notes secured by paper eligible 
for rediscount (which paper may have a maturity not exceeding 
ninety days). As our present discount rate is three per cent. for 
such notes having not more than fifteen days to run, member banks 
have found them a useful form of borrowing to avoid temporary 
deficiencies in reserve balances.” 


This is somewhat of a novelty in banking publicity, for the con- 
servative banks of the country, while quite willing to advertise their 
readiness to borrow of others in the shape of deposits, have generally 
refrained from announcing their willingness to lend to others. Ap- 
parently, the Federal Reserve Bank of New York is bound by no 
such traditions of a hoary past. 

As a pure business proposition, we should suppose the Federal 
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Reserve Bank of New York would prefer the six per cent. penalty 
than the three per cent. received for rediscounting. 

The suggestion contained in the circular is about on a par with 
a bank having a customer whose balance was getting below a desir- 
able level and who should receive a letter from the bank admonishing 
him of this fact and suggesting that he come in and borrow some 
more to make up the deficiency! 





AN INTERESTING MANUFACTURING AND SELL- 
ING PLAN 





MOVEMENT that may, if successful, have a marked influ- 
ence on methods of production and distribution, has been 
inaugurated by some Kentucky flour mills. The Anglo- 

American Mill Company, of Owensboro, in that state, has formed 
what is called the Community Marvel Millers’ Association, which 
will comprise at the outset some 825 flouring mills, the number to 
be increased by June 1 to 1,000 or over. It is the intention to pro- 


duce and market the flour under a single brand, the standard quality 
of which will be carefully maintained. While it will be the purpose 
of the organization to keep up the quality of the product, it will not 
be any part of the plan to fix prices, thus avoiding clash with legal 
requirements prohibiting price-fixing combinations. An extensive 
advertising campaign will be carried on, greater, it is said, than has 
ever been attempted by any manufacturer of flour in the United 
States. 

This constitutes an interesting experiment, though not, of 
course, entirely novel. But the possibility of its more extensive 
application, so that the same principle may ultimately be employed 
in making and selling a wide range of products, lends exceptional 
importance to the undertaking. 

So clever a business man as Henry Ford has said that what he 
had done in the automobile industry could be duplicated along other 
lines by standardizing the products and reducing them to a single 
type or at least to a few simple types. This policy will work well 
enough except where it comes into conflict with taste and fashion. 
Even Mr. Ford has found that the primitive appearance of his car 
fails to make a universal appeal. There are still some souls in the 
world who delight not in simplicity, but in complexity. 

But with reference to bread, or many of the standard articles 
both of food and general utility, probably a great economic gain 
would be effected by a standardization of product and by applying 
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the trade-mark principle. This ought to result in economy of pro- 
duction and distribution and to a lowering of price. The question 
arises, however, whether this economy would all be taken advantage 
of by these who brought it about, or shared with the public. 

Some difficulty, were the principle in question widely applied, 
might arise as to keeping the product up to the required standard. 
You might call all the butter produced in a single state “Primrose 
Butter,” yet this mere uniformity of title would amount to nothing 
unless the utmost care were bestowed upon the materials used and 
the processes employed in its manufacture. With flour and many 
other articles, however, the difficulty of securing approximate uni- 
formity would be greatly lessened, 

The Kentucky experiment contains interesting possibilities, and 
the development of the plan may profitably be observed. 





SOME FACTS ABOUT THE PUBLIC DEBT 





S the bonded debt of the United States will be increased in 
the very near future, some facts about the present public 
debt become timely. 

The debt statement—or the financial statement as it is now 
called—presents the obligations of the United States in two forms 
—those bearing interest and those that do not. 

On January 31, 1917, the interest-bearing debt was as shown 
herewith: 

INTEREST-BEARING DEBT 
(Payable on or after specified future dates.) 


When Amount Outstanding 
Title of Loan Rate Issued When Redeemable or Payable Issued Jan. 31. 1917 
Consols of 1930......... Tr ay. after April 1, 1930.... *$646,250,150 $606,288,850 
after Aug 
Loan of 1908-1918.......3 %..1898 ay. Aug. ce 918 4198,792,660 63,945,460 
ee eee . % . .1895-96... ay. afte 9: 162,315,400 118,489,900 
Panama Canal Loan: 
after Aug. ° 
Series 1906 { ®. .1906 ay. Aug. 1, 1936 f $54,631,980 49,817,480 
after Nov. 
Series 1908 : a dere "ay. Nov. 1, ; 130,000,000 26,178,600 
ee. o--18 ay June 1, 196 50,000,000 50,000,000 


Conversion Bonds.......3 %..1916-17... issue 25,057,206 25,057,200 


One-Yr. Treasury Notes. ! Yo. 1916-17... issue 23,540,000 23,540,000 
f Red. after 1 year from date) 
Postal Savings Bonds | of issue | 9,151,800 9,151,800 
(1st to 11th series) 6%..1911-16... ) Pav. 20 years from date of f 
{ issue | 
Postal Savines Bonds (Red. after Jan. 1, 1918..... 
1917-1937 (12th series) 4%.. 7 2? Pay. Jan. 1, 1937 887,960 887,960 
Aggregate of Inter- ee ‘ 
est-bearing ahaa core res idols Caan Re ad ae cia ad 3 ia ad $973,357,25 


*Of this amount $21,266,300 have been converted into Conversion Bonds and $18,695,000 into 
One-Year Treasury Notes. i 

+Of this original amount issued $132,449,900 have been refunded into the 2 per cent. consols of 
1930, and $2,396,8(0 have been purchased for the sinking fund and canceled, and $500 have other- 
wise been purchas d and canceled. 

ae this original amount issued $43.825,500 have been purchased for the sinking fund and 
cance eda, 

§Of this original amount issued $1. 886,500 have been converted into Conversion Bonds and 
$2,928.000 into One-Year Treasury Note 

of this original amount issued $1, 904,400 have been converted into Conversion Bonds and 
$1,917,000 into One-Year Treasury Notes. 
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Of the debt which does not now bear interest there are two sub- 
divisions, the one representing the debt which bears no interest and 
the other the debt on which interest has ceased since maturity. Both 
are shown in the tables accompanying: 


DEBT BEARING NO INTEREST 


(Payable on Presentation) 
OBLIGATIONS REQUIRED TO BE REISSUED WHEN REDEEMED: 


United States Notes $346,68 1,016.00 
Ed acicewkndadecd ewkebyncabiead cals 152,979,025.63 





Excess of notes over reserve 193,701,990.37 
OBLIGATIONS THAT WILL BE RETIRED ON PRESENTATOIN: 
Old demand notes 
National-bank notes and Federal Reserve bank notes as- 
sumed by the United States on deposit of lawful money 
for their retirement 50,927,531.00 
Fractional currency 6,847,399.90 





$251,530,073.77 


DEBT ON WHICH INTEREST HAS CEASED SINCE MATURITY 
(Payable on Presentation) 

Funded Loan of 1891, continued at two per cent., called for re- 

demption May 18, 1900; interest ceased August 18, 1900 $4,000.00 
Funded Loan of 1891, matured September 2, 1891 20,950.00 
Loan of 1904, matured February 2, 1904 13,050.00 
Funded Loan of 1907, matured July 2, 1907 509,100.00 
Refunding Certificates, matured July 1, 1907 11,850.00 
Old Debt matured at various dates prior to January 1, 1861, and 

other items of debt matured at various dates subsequent to 

January 1, 1861 901,090.26 


$1,460,040.26 


It is a matter of some curiosity why there should still be out- 
standing some $1,460,000 of debt on which interest has ceased. Part 
of this probably represents losses, a portion mere carelessness or 
indifference of the owners of the securities, and in some cases the 
bonds may be held on account of their usefulness as collateral for 
various purposes. The fact that holders of-a matured interest- 
hearing obligation of the United States do not present them for 
payment would seem to indicate that the owners of these securities 
are not in much need of the interest they might obtain by reinvesting 
the face of the bonds in some interest-bearing debt, and that they 
are so confident of the ability of the United States to pay when 
called on that they do not concern themselves about getting their 
money. Possibly some of the holders of these bonds—on the score 
of “safety first”—would rather hold a debt of the United States 
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without interest than to have any other kind of security bearing 
interest. 


A summary of the gross and net debt appears as stated herewith: 


GROSS DEBT 


Debt bearing no interest $25 1,530,073.77 
Debt on which interest has ceased 1,460,040.26 
Interest-bearing debt 973,357,250.00 





Aggregate $1,226,347,364.03 


Gross debt (see above) $1,226,347,364.03 
Deduct— 
Balance available to pay maturing obligations 76,504,180.42 





PE RD sedisedsndieddnttésderseresddankind.es eee 


The facts about the debts of other leading countries are so well 
known that no comparison need be instituted to show the favorable 
situation of the gross and per capita debt of the United States. 

Fortunately, at a time when the country may need to issue bonds 
in considerable volume, the national credit is such that securities 
may easily be placed to any required extent and at a moderate rate 


of interest. 





ANNOYING POSTPONEMENT OF A POSSIBLE 
BLESSING 





OT for long does the editorial desk of this MAGAZINE remain 
empty of showers of intellectual financial manna. Upon food 
so satisfying have we lived for a time whence the mind of 

man runneth not to the contrary. What to us is the price of pota- 
toes? Or of the accursed onion? We dine upon a nobler fare—not 
the “hard food for Midas,” but an ambrosial stew begotten of the 
busy brains that wrestle between other odd jobs with the petty prob- 
lems of making everybody rich and therefore happy. 

Comes now a financial expert from McKeesport, Pa., and here’s 
his plan: 

If John D. Rockefeller will put the billion dollars he is supposed 
to have into a trust fund for the general welfare, and let it remain 
at compound interest for a period of two hundred and twenty years, 
at the end of this time, upon careful computation (which we have 





THE BANKERS MAGAZINE 247 


taken the utmost pains to verify) the said general welfare trust fund 
will amount to $16,777,216,000,000,000.00 (the one most readily 
numerating these figures will please go to the head of the class). Or, 
put in words, to make the sum clear to some of our readers unac- 
customed to such large figures—sixteen quadrillion, seven hundred 
and seventy-seven trillions, two hundred and sixteen billions of dol- 
lars. “A good round sum,” as Shylock said in complaining of the 
high price of meat when he bought a pound of Antonio for three 
thousand ducats. Now, the revenue alone from this fund would be 
a fairly tidy sum—six hundred and seventy-one trillions, eighty- 
eight billions, six hundred and fourteen millions of dollars. 

“What will he do with it?” Why, devote $271,088,640,000,000 
to the annual expenses of the Government—National, State, 
County, Municipal, School, ete.—and the remaining $400,000,000,- 
000 to be devoted and distributed as an annual pro rata profit-shar- 
ing dividend to the inhabitants of the nation, share and share alike. 

Again exact mathematical science is invoked, and it is found 
that this would afford the estimated population two hundred and 
twenty years hence a pension to each man, woman and child amount- 
ing to $200,000 a year, or an income of one million dollars per aver- 
age family of five persons. 

If this is not enough, the proposer of the plan says, the amount 
of annual revenue can be doubled by the simple process of continu- 
ing the accumulating period for another term of seventeen and one- 
half years; but he very justly adds that he thinks such action will 
hardly be necessary. Nor do we; two hundred and twenty years 
will be quite long enough to wait, and no one not possessing porcine 
propensities will favor making the period two hundred and thirty- 
seven and one-half years solely to get four hundred thousand a year 
instead of two hundred thousand. 

Doubtless there will be those who would prefer to get theirs now 
rather than to wait over a couple of centuries for it, and some may 
commute their interest in the general welfare fund for less than what 
they would be entitled to at the end of the stipulated time. This 
impatience of the get-rich-quick element of the population will inure 
to the benefit of all those who have the staying qualities to remain 
in the game for two hundred and twenty years, 


au 


UR country! Though forbearance is her 
maxim, she must show to foreign nations 
that her rights are not to be outraged.— 
ANDREW JACKSON. 





Getting Better Profits for the Bank 





By C. F. HERB, Vice-President Mississippi Valley Trust Company, 
St. Louis 





URING the year 1916 prosper- 
ity has permeated all classes of 
business, with possibly the sole 

exception of commercial banking. 

Of course, banks situated at the great 
ports have profited largely through the 
enormous volume of foreign exchange 
which has arisen from our immense ex- 
ports, but I am now considering those 
banks not directly affected by war busi- 
ness, and particularly the banks of the 
Middle West. 

During the past year rates for money 
were low, due to various causes. The 
unprecedented balance of trade in our 
favor in commerce with Europe, forc- 
ing those nations to ship us large sums 
of gold, the cessation of tourist travel 
to Europe, retaining a large sum annu- 
ally in this country; the repurchase of 
large blocks of American securities, 
keeping at home the interest accrued; 
the inability of our great railroad sys- 
tems to employ in construction and bet- 
terment the large sums which should be 
used for such purposes, and numerous 
unusual circumstances, have caused a 
glut of money. 

The operations of the Federal Re- 
serve Banks have created a tendency 
toward lower rates on commercial and 
commodity paper, and will continue to 
do so. 


FIXED RATE ON DEPOSITS 


To my mind the payment of a fixed 
rate of interest on demand deposits sub- 
ject to check, regardless of the market 
rates at which these deposits can be 
loaned, is one of the most unsound and 
unprofitable propositions confronting us 
to-day. It is unsound because it devel- 
ops an extremely dangerous situation 
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in that many banks in their anxiety to 
keep these deposits profitably employed 
are tempted to make investments sur- 
rounded by considerable risk, and it is 
unprofitable because the principles of 
safe and conservative banking preclude 
the investment of demand deposits in 
anything but short-time liquid paper 
which carries the lower rates. 

Whether interest at two per cent. on 
country bank balances, plus the ab- 
sorption of exchange and other ex- 
penses, is profitable, can readily be de- 
termined by the analysis department; 
but, judging from the backward growth 
exhibited by the undivided profit aec- 
counts of many banks in the past few 
years, it will require diligent effort to 
find the profit. Be that as it may, I am 
more concerned in the practice of al- 
lowing interest at two per cent. on check- 
ing accounts of individual depositors. 
Trust companies are generally blamed 
for originating the practice of allowing 
interest on current or checking ac- 
counts. In some states the laws gov- 
erning trust companies compelled the 
payment of interest on all deposits, and 
many of these institutions advertised 
that interest at two per cent. would be 
paid on current accounts. Banks, fear- 
ing a loss of deposits to the trust com- 
panies, offered the same inducement and 
in many cities the practice is now uni- 
versal. 

Those financial institutions that ana- 
lyze the accounts of depositors, and 
have a system of determining as nearly 
as possible what it costs to handle cur- 
rent accounts, have realized that even 
in times of fair rates for loans, the 
margin of profit on this class of busi- 
ness is scant. 

In the face of the low rates for liquid 
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paper during the past two years, they 
must certainly know that what small 
margin of profit was apparent before, 
has almost, if not entirely, disappeared. 

These facts are known to most bank- 
ers, but the practice continues unabated, 
and the tendency is to regard a large 
increase in total footings as of more 
importance than a substantial increase 
in profits. 

In this respect how different is the 
banker from men engaged in other lines 
of business! When a dealer in a cer- 
tain commodity finds the market glutted 
and he can no longer dispose of his 
goods at a profit, he does not continue 
to purchase from the producer at a fixed 
price, but pays a market price regu- 
lated by the law of supply and demand. 
The banker, however, goes on buying 
his deposits at a fixed price regardless 
of his inability to employ them at a 
rate that will bring a fair return. 

Jn making its analysis of the finan- 
vial statement of an applicant for a 
loan, the credit department of any bank 
will scrutinize with care “net profits 
realized” —it being considered impor- 
tant to know whether the borrower is a 
prosperous concern, making a fair 
profit on its turn-over, which being the 
case, reflects good business ability and 
aggressive policies. 

If a proven capacity for making good 
profits is expected of commercial houses 
and manufacturing enterprises, why 
should it not be expected of banks? 
During recent years numerous instances 
have been revealed of banks whose net 
earnings on the actual working capital 
employed, which includes, capital, sur- 
plus and profits, have not exceeded by 
any considerable margin the net return 
which might have been realized by the 
investment of this working capital in 
high-grade securities, with the risks in- 
cident to doing business eliminated. 


‘POLICY LOANS” UNPROFITABLE 
Competition has been called “the life 

of trade,” and fair, wholesome competi- 

tion is a stimulant to any line of busi- 


ness, good alike tor the public and 
those engaged in trade; but “perni- 


cious” competition which leads to the 
acceptance and retention of business 
known to be unprofitable, for the sole 
purpose of diverting it from a competi- 
tor, must reduce profits. 

Recently a well-known banker of the 
Middle West made the assertion that 
a large portion of the losses incurred 
by his bank over a period of years were 
caused by making “policy loans’— 
meaning loans made for politic reasons 
rather than on their loan merits, and 
that such loans are generally productive 
of losses. 

Almost without exception banks ac- 
cept a great deal of “policy business ;” 
business known to be undesirable when 
offered, in the hope that it may bring 
other business of some value. 

My observations lead me to the con- 
clusion that the desirable business sel- 
dom arrives. 


KNOWING THE COST 


An interesting case came to my no- 
tice recently which emphasizes most 
clearly the value of knowing just what 
profit there is in an account. A print- 
ing and stationery supply house main- 
tained a fair account with a large bank, 
and at the end of 1915 complained of 
the small volume of orders received 
from the bank. By agreement with the 
salesman of the printing house, the pur- 
chasing manager of the bank kept a 
record of bids submitted by the com- 
plaining concern and the bids of com- 
petitors, on the same orders. At the 
close of 1916 it was found that the 
various orders had been purchased from 
equally substantial houses for $700 less 
than the bids submitted by the house in 
question. Analysis of the complaining 
concern’s account showed a profit of 
$130 for the year. 

With the experience of the past two 
years as a guide, the larger banking in- 
stitutions must realize that to cling to 
the principles of safe and conservative 
banking, and earn a net profit that will 
absorb unavoidable losses, and permit 
of the payment of a fair dividend to 
stockholders, their business must be 
conducted efficiently and economically. 
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First in importance is knowing what 
it costs to do business—the day for 
guessing has passed—and banks must 
now know what they are doing.: 

An analysis department under the 
supervision of a capable auditor will 
show whether profit is being made on 
the various branches of the business and 
avert many a loss. 

Next in importance to finding a cost, 
is to keep that cost down to a proper 
level. This is done by good organiza- 
tion. Managers of departments must 
be men selected not only for their 
knowledge of the particular business 
entrusted to them, but also for their 
ability to supervise and secure results. 

Placing employees in the positions for 
which they are best adapted requires 
good judgment and firmness. Aptitude 
for a position is often of more value 
than experience, and the old rule of 
seniority cannot be enforced unless all 
things are equal. 

To build up an organization of em- 
ployees so that men become more valu- 
able with time instead of drones on 
your hands, calls for the services of 
junior officers of more than ordinary 
capacity, a matter that often receives 
too little executive attention. 

Modern equipment and labor-saving 
devices must be kept up with. It is as 
important to be up-to-date and efficient 
in a bank as in a factory. 

Intelligent clearing house manage- 


ment accomplishes wonders if properly 
applied. More importance should be 
attached to the position of clearing 
house manager than the mere supervi- 
sion of the process of clearing checks. A 
well-informed manager can suggest to 
the members improvements in their 
methods of handling business which will 
often help their profit accounts. St. 
Louis has an advisory committee in its 
Clearing House Association, consisting 
of some of the younger executive offi- 
cers of banks who have had a practical 
experience in the routine work of their 
institutions, and this committee has in- 
troduced many improved methods of 
handling business with profit to all. 

The little leaks which constantly 
drain the reservoir of profits are nu- 
merous, but efficient management can 
stop them. It has always seemed fully 
as important to me to handle what busi- 
ness we have in an efficient and profit- 
able manner, as to secure a volume of 
new deposits. If the new business se- 
cured cannot be handled profitably, why 
handle it at all? 

With the prospect of low rates, at 
least for the first part of 1917, mean- 
ing scant margins of profits, advantage 
must be taken of every opportunity to 
reduce the cost price. My suggestion 
for a good beginning toward making 
better profits is to first reduce rates of 
interest on deposits. 


ay 


Paragraphs on Tnrift 


Franx C. Mortimer 


@ Men of affairs who take note of what 
is going on about them are able to judge 
how far this is true, and to gauge the 
tendency to spend more than is earned, 
noting the encouragement which is held 
out to the man steadily employed to live 
beyond his income. 


@ Whatever basis there may be for such 
criticism in the present, an appeal to 
the history of our country will show 


that no such reproach attached to our 
forebears. The success of the American 
people has been brought about by the 
exercise of energy, thrift, levelheaded 
management. 


@Through hardship and toil, on the 
frontier and in the cities, that which 
has been gathered and saved has be- 
come the foundation of all our great- 
ness as a nation. 
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b WR MOREHOUSE 





In this and succeeding papers will be presented some practical talks on effective business- 
getting methods by W. R. Morehouse, assistant cashier of the German-American Trust and 
Savings Bank, Los Angeles, Cal. As a starter Mr. Morehouse tells of the value of having in a 
bank some man who leads in sociability—a good “mixer,” who will not only make and hold 
friends for the bank himself, but whose example will cause a spirit of cordiality to permeate 


the entire institution.—Editor Bankers Magazine. 








GOOD “mixer” is an asset to any 
bank. 


A good “mixer” is a re- 
sourceful man, congenial and talented; 
a man who has the reputation of al- 
ways respecting the rights and opinions 
of others, rather than magnifying their 
weaknesses. He must possess a win- 
ning personality, must be the kind of 
man who attracts other men rather than 
repels them, a person most people like 
to meet and to associate with, cordial, 
generous, cheerful and friendly. 

Whether this “mixer” moves in soci- 
ety for pleasure or in business for the 
love of “the game,” he advertises. It 
is true, he advertises himself; but not 
without advertising as well the bank 
with which he is affiliated. His friends, 
and those who know him only incident- 
ally, like to refer to him by his name 
and quite as often do they speak of the 
bank with which he is associated, for 
in the mind of many the two are synony- 
mous. He is “Mr. Jackson, of the 
First National Bank,” for the mention 
of his name automatically calls to mind 
the name of the First National Bank, 
so closely related are the two. 

[f he is man of ability, especially in 
his chosen field, and a ready speaker, 
he will not be ‘lacking in opportunity 


to “mix,” for demands for his assist- 
ance will come from many sources. 

Organizations, whether fraternal, so- 
cial, religious, political or commercial, 
will welcome him to meet with them, 
and will consider it a favor to place his 
name on their respective programs for 
a “talk.” 

Opportunities to “mix” usually come 
thick and fast to the man who is a good 
“mixer,” and who makes it a business 
to seize every opportunity offered. Let 
him specialize on meeting people and 
making friends with them, and he will 
be the means of drawing much profitable 
business to a bank. 

Not only will a “mixer” secure busi- 
ness from the friends he makes, but 
many others impressed by his person- 
ality, what he does and stands for, will 
make it a point to patronize his bank. 
Whether friendship be close or distant, 
we all like to patronize institutions 
where friends are to be found. Some- 
how, their presence gives us assurances 
that all is well and that when we call 
we will have the pleasure of doing busi- 
ness with some one we know. If a 
representative of a bank addresses an 
organization in which you are inter- 
ested, or addresses a meeting at which 
you are present, there springs up at 
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once a feeling of common interest be- 
tween you. 

Not only does “mixing” make many 
friends for the person who “mixes” and 
the bank he represents, but it also 
makes an opportunity for the bank to 
advertise through news items in the 
papers. Whenever a representative of 
the bank addresses an organization the 
bank should make it a point to supply 
the newspaper with an outline of the 
address, with such other facts as are 
essential to a proper presentation of 
the address through the press. Usu- 
ally, the newspapers will gladly publish 
the gist of an address by a banker, and 
especially if he deals with timely finan- 
cial subjects, national or, preferably, 
local. Bankers being representative 
business men, the public reads eagerly 
all statements made, and discusses them 
fully among themselves, thus giving an 
extensive circulation to any statements 
made. 

Not only must a “mixer” be quali- 
fied, but he must have ample time and 
money in order to do full justice to his 
work. His other work, that is, his other 
duties, must be more or less elastic so 
that he can drop them for a period of 
time and then take them up again. In 


other words, he cannot conduct his work 
in accordance with a set schedule. 

It is just as essential that a sum of 
money be set aside to meet the expenses 
of “mixing,” for “‘mixing’”’ takes money 
in addition to time. Some banks have 
an entertainment fund, from which ex- 
penses of this nature are met, and which 
is subject to the check of the one or 
more persons who have need for such 
an account. 

In many instances, excerpts from a 
banker’s address will be quoted by a 
newspaper even though weeks have 
passed since the address was made. 


WHO ARE TO BE THE “MIXERS” IN YOUR 
BANK? 


Every person on the payroll. Not 
all will make professionals in the line, 
yet there is not a person on the pay- 
roll who does not have friends and the 
ability to make friends. There is not a 
person who does not belong to some 
organization, fraternal, social, commer- 
cial or political, and therefore, irre- 
spective of financial or social standing, 
every person can “mix” to a certain 
degree. But have one person at least, 
who makes it a point to do professional 
“mixing” as a matter of advertising. 


Uy 
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An Honor Declined 


OR his modesty in declining a 
statue in his honor, President Li 
Yuan-hung of the Chinese Republic de- 
serves well of the world’s opinion. 
When he heard of the movement to be- 
stow this honor upon him, the President 
wrote to the committee proposing it as 
follows: 


“It has come to my knowledge that 
you gentlemen are starting a movement 
to collect contributions for the purpose 
of erecting a bronze statue in honor 
of myself, and building a pagoda for 
dedication to the heroes of the revolu- 
tion. The news has filled me with grati- 
tude and a feeling of modesty. Being 
a servant of the public, I have done 


only what forms a part of my duty. 
How could I claim any merit for it? 
Nor have I any intention to make a 
name of it. If you gentlemen think 
that I have rendered meritorious serv- 
ice to the country because I am now 
President of the Republic, then there 
will be legions of persons in this coun- 
try who will deserve such honors, as the 
public will have a large number of 
Presidents in time to come. At present 
the country is in financial straits. The 
waste of large sums in this connection 
will have no beneficial effect upon the 
country. I shall feel deeply grateful if 
you gentlemen are kind enough to cancel 
vour resolution.” 
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“We must be more liberal in our terms 
to England and France if we desire to 
sell them as much as in the past. Be- 
fore the belligerent nations were 
equipped for producing their own war 
necessities, they were willing to pay us 
in any form we dictated. The economic 
structures of the various countries have 
now adapted themselves to war condi- 
tions and it seems to me that the war 
could continue almost indefinitely so far 
as economic exhaustion is concerned.” — 
Joun E. Rovensxy, Vice-President 
National Bank of Commerce in New 
York. 


TARIFF REVISION NECESSARY 


“What have we got to do when peace 
comes? First to mind is the revision 
of the tariff. That is fundamental. The 
tariff question is intimately related to 
the labor problem. We cannot allow 
too much of the cheap labor commodi- 
ties of Europe to come in after the war. 
We are in danger of serious labor dis- 
turbances when the high-priced men 
have to go back to normal salaries.” — 
G. M. Reyno.ps, President Continental 
and Commercial National Bank, Chi- 
cago. 

NO DANGER OF INFLATION 


“Since the outbreak of the European 
war this country has brought in from 
other nations a billion dollars of gold. 
It has shipped away approximately 250 
million dollars, and its net receipts of 
the precious metal since August, 1914, 
have consequently amounted to approx- 
imately 750 million dollars. 

“With the checks and balances and 
safeguards now available through the 


operations of our Federal Reserve Sys- 
tem, with the regulation of credit and 
with intelligent coéperation on the part 
of the bankers of our country, with 
which the Federal Reserve System and 
the Comptroller of the Currency are 
in such close touch, it is believed that 
ample means are available to check un- 
healthy expansion and put the brakes 
on speculative inflation if such dangers 
should become  imminent.”—Joun 
Skxe.ton WiiuiaMs, Comptroller of the 
Currency. 


RESPONSIBILITIES OF NEW YORK BANKERS 


“This day we are beginning to see 
coming toward us like a dark cloud the 
condition which is likely to confront us 
through the readjustment of things in 
Europe. No class of men have such 
an opportunity for service as you bank- 
ers of New York. If things should 
keep on as they are now, this state is 
going to be the banker of the world. 
In any change that may occur, in any 
readjustment that may take place, your 
influence will be very great.” —EvGEeNE 
Lams Ricuarps, New York State Su- 
perintendent of Banks. 





REQUISITES FOR ECONOMIC GROWTH 


“With our wealth, our opportunities, 
our geographical situation, if we are a 
united people, free from internal antag- 
onism and unnecessary troubles, friend- 
ly to each other and also to the people 
of all other nations alike, and with rea- 
sonable codperation between the busi- 
ness interests and the government, we 
are impregnable. We can and should 
continue to be the leading nation. Our 
future depends largely upon ourselves. 
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Reason, prudence, caution, courage, 
justice, codperation and conciliation are 
requisites to economic growth and 
strength. They have become prominent 
in our deliberations and practice. The 
foundation for optimism as to the long 
future of this country is solid. The 
business man has many reasons to be 
hopeful, but there are signs of future 
uncertainty.” —E.sert H. Gary, Chair- 
man of the United States Steel Corpora- 
tion. 


CO-OPERATION NEEDED AMONG SAVINGS 
BANKERS 


“Through coéperation great difficul- 
ties may be overcome. Not alone in 
legislation but in better methods of ad- 
ministering our banks, of obtaining the 


good will of the public, of greater pro-. 


ficiency in the selection of securities. 
The business of savings banking be- 
comes exceedingly interesting if a thor- 
ough study is made of its various func- 


THE BANKERS MAGAZINE 


tions. The inducement is measurably 
increased through meeting with other 
savings bankers, not only in your own 
state, but those of the west, south and 
middle west. Meeting, I mean, more 
in codperation to further nationally the 
aims of the savings banker.”—-Geo. E. 
Epwarps, President Dollar Savings 
Bank, New York. 


DON T NEED ANY MORE GOLD 


“Not only is it true that we do not 
need gold. We are better off without it. 
At present, there is too much inflation 
of home credit, due partly to our un- 
usual imports of gold, and partly to the 
expansion inseparable from the inaugu- 
ration of the Federal Reserve System 
and the cheap credit which it induced. 
Nothing is more dangerous than credit 
which is too cheap.”—Exutorr C. Mc- 
Doveat, President of the Association of 
the State Banks of the State of New 
York. 
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The Magazine Within the Bank 


M ANY banks have recently started 

the publication of monthly bulle- 
tins to circulate among their employees. 
The aims and ideals of such a plan are 
very well expressed by Edward Vander- 
poel in “Commerce Monthly,” published 
by the National Bank of Commerce in 
New York. He says: 

“A big bank growing bigger—grow- 
ing so fast that we are almost breathless 
in the race to keep up with its phe- 
nomenal expansion, presents new and 
interesting problems. Not the least of 
these is how to introduce and assimilate 
new accessions to the staff, and how 
to familiarize those who have assumed 
other responsibilities with their new du- 
ties. 

“The Commerce Club, which recently 
started under such auspicious circum- 
stances, has already proved itself a tre- 
mendous success. But because the busy 
days are so crowded with cares for our 
customers’ welfare that we have little 
opportunity to think of personal mat- 
ters, the ‘Commerce Monthly’ must be 


the medium by which the whole ‘Com- 
merce’ family can learn at their leisure 
of their companions’ jolts and joys, 
tribulations and triumphs. As we re- 
ceive the impetus derived from the in- 
spiring and practical ideas of the vari- 
ous contributors, especially the valuable 
benefit of the experience of highly 
trained men on our official staff; as we 
learn the detailed workings of other de- 
partments and see how each one plays 
its part in the development of the whole 
organization; each individual will grad- 
ually lose the idea of being just a clerk 
in this or that department, and will 
more properly think of himself as hav- 
ing a responsible share in the growth 
and maintenance of our vast business. 
“With increasing appreciation of our 
connection with the magnificent institu- 
tion whose tremendous resources are 
being employed in an ever-widening 
scope of international importance, our 
word to outsiders is: ‘Watch us grow’; 
but as for ourselves—we do the grow- 
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BANKING SERV 
or WOMEN 








General and Special Reasons for a Woman’s Department 





\ , J HY should banks make special 
provision, or any provision, 
in fact, for serving women? 

To answer the last part of the ques- 
tion first, a sufficient reason would seem 
to be that, according to the Federal 
Census of 1910, there were 44,639,989 
females in the United States. At the 
present time there are probably - 50,- 
000,000. 

Banking provision for women should 
be made, then, because there are 50,- 
000,000 women to bank for. 

The fact that many of these which 
the census classes as “females” are 
children does not materially alter the 
aspect of the problem as to its size, 
though it may modify to some extent 
the direction which preparation for 
banking service of this character should 
take. 

But admitting the large number of 
women who have need of banking facili- 
ties, why are they not adequately served 
by the facilities already provided for 
men? Why should banks, in the serv- 
ice they offer, make any distinction on 
the grounds of sex any more than they 
do on the ground of race, or color, or 
creed? Is not a bank really a demo- 
cratic form of organization, and should 
not it afford to all patrons the same se- 
curity and the same service? 

There are many solid reasons for giv- 
ing an affirmative reply to this latter 
question. And, indeed, banks cannot 
make any real discrimination between its 
male and female patrons. 


But it can make a difference in the 
form of presenting its facilities to men 
and to women, using in each case that 
which is most effective, and may prop- 
erly establish a “Woman’s Depart- 
ment” as a means of attracting women 
as patrons; but once inside the bank, 
both men and women stand on a sub- 
stantial equality as to the treatment 
they receive. There is no distinction 
as to security, none of real moment as 
to facilities. Possibly the woman may 
appreciate a room for her use more 
daintily furnished than the man cares 
for; she may, or may not, wish more ele- 
gant check-books and stationery. But 
as a matter of fact, each wants what is 
adequate and appropriate, and this fur- 
nished, no basis for complaint exists on 
either side. 

But the reasons for a Woman’s De- 
partment in the bank lie much deeper 
than the surface daintiness of the pret- 
tily-furnished rest-room, with its air of 
repose, comfort and elegance. They 
touch some of the most vital problems 
of the economic life of the nation. 

Women are the chief custodians of 
the household purse. They determine 
whether family expenditures shall be 
large or small, 

Upon woman lies the greater share 
of responsibility of educating the chil- 
dren in habits of saving. 

Women are now engaged as em- 
ployees in many lines of industrial ac- 
tivity and in large and increasing num- 
bers, earning in wages sums of money 
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which, if placed in banks, to the extent 
of the surplus not actually required, 
would have a most important effect on 
the banking and economic system of the 
country. 

The successful business woman has 
precisely the same need of banking 
facilities as has the successful business 
man, and the women who are in busi- 
ness for themselves now number many 
thousands. 

Women as inheritors of money and 
other forms of property, and as bene- 
ficiaries of life insurance policies, need 
to use banks as places of safety, and 
require the service of the trust com- 
pany in caring for their property, and 
of the banker skilled in investments in 


seeing that their wealth is properly 
conserved. 

Women are custodians in a peculiar 
sense, of the treasured family goods, 
and often of important papers, bank- 
books, etc., and themselves have, in 
many cases, jewels of value, making 
them the most likely patrons of the 
bank’s safe deposit department. 

Finally, although it may savor of 
sentiment rather than of business, to 
say so, woman as the finest element of 
society is worthy of the very best serv- 
ice the banks can offer so that she may 
do her appointed work in the world and 
help in caring for the earnings of others 
and be properly helped in caring for 
her own earnings as well. 


Proposed Amendments to the Federal 
Reserve Act 





[From a Pamphlet Issued by the Mechanics and Metals National Bank 
of New York.] 





Y the amendments proposed by the 

Federal Reserve Board, to be made 
in the Federal Reserve law, the follow- 
ing general results would be brought 
about: 

The Federal Reserve Board would 
have authority to: 

Call upon national banks at any time 
to increase their balances maintained at 
the Reserve banks. 

Extend to non-member state banks 
and trust companies the clearing and 
collection facilities of the Federal Re- 
serve system. 

Receive mutual savings banks into the 
system, as associate members. 

Permit national banks to accept up 
to 100 per cent. of their capital and 
surplus in transactions involving ex- 
ports and imports. 

The Federal Reserve Banks would be 
permitted to: 


Issue notes against gold and gold cer- 
tificates. 

Issue notes against deposits of gold, 
and then count that gold as part of the 
reserve required against new note issues. 

Issue Federal Reserve bank notes 
against deposits of United States three 
per cent. one-year notes. 

The Federal Reserve agents would be 
permitted to: 

Appoint their own assistants, with 
full power to act in their stead. 

National banks, under regulations 
and restrictions, would be permitted to: 

Carry as little as five per cent. of 
demand deposits in cash in their vaults. 

Use their discretion as to the char- 
acter of specie and currency carried as 
vault reserve. 

Accept up to 100 per cent. of their 
capital and surplus, in transactions in- 
volving exports and imports. 
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Maintain no further deposits of gov- 
ernment bonds with the United States 
treasurer. 

Secure Federal Reserve bank notes 
on deposit of United States one-year 
three per cent. notes. 

National banks would be required to: 

Increase their reserves maintained 
with Federal Reserve Banks. 

Comply with demands of the Federal 
Reserve Board, at any time, to increase 
by twenty per cent. their balances 
maintained at the Reserve Banks. 

State banks and trust companies 
would be permitted to: 


Avail themselves of clearing and col- 
lection facilities of the Federal Reserve 
system. 

Mutual savings banks would be per- 
mitted to: 


Become associate members of the 
Federal Reserve system. 


Uy 


ATS 


Bank of the United States 


Philadelphia, February 8, 1917. 
Editor Banxers MAGAZINE: 


Sir—You have been suggested by Mr. John 
W. Morrison, Deputy Commissioner of 
Banking of Pennsylvania, as the proper 
party for me to ascertain from the status 
of the Bank of the United States, which 
was doing business in Philadelphia around 
1841. 

A client of mine has presented a certifi- 
cate of shares of stock in that bank and 
I am anxious to find out the value, if any, 
it has at this time. If you are able to give 
me any information in this matter I will 
appreciate it and will thank you for as early 
a reply as possible to this inquiry. 

Mr. Morrison has suggested that possibly 
the United States Bank of Pennsylvania 
succeeded the bank in question, it having 
been granted a charter by the Governor of 
Pennsylvania in 1836. 

Very truly yours, 
Wittram P. Core, Jr. 


Regarding your inquiry as to the 
value of shares of stock in the United 


States Bank of Philadelphia, I would 


respectfully refer you to the following 
on page 78 of Knox’s History of Bank- 
ing. 

The $7,000,000 of stock held by the 
United States, previous to the change 
to a state charter, was paid back in full, 
and the government realized a very 
handsome profit upon its investment, 
as will appear by the following state- 
ment derived from the records of the 
Treasury Department: 


Bonus paid by bank to the 
United States 

Dividends received from 
bank 7,118,416.29 

Proceeds of stock sold and 
other moneys received from 
the bank 


$1,500,000.00 


9,424,750.78 


$18,043,167.07 


Subscription to capital stock 

paid in United States five per 

Se RE Dh s.n0ccusecons nace 7,000,000.00 
Interest paid by United States 


on same 4,950,000.00 


$11,950,000.00 


Profit on investment $6,093,167.07 


The history of the United States 
Bank under its Pennsylvania charter, 
subsequent to the crisis of 1837, was a 
most disastrous one. It suspended 
specie payments during the ticklish pe- 
riod of 1837 to 1841 as often as other 
state banks and finally went down under 
circumstances that might, with prudent 
management, have been turned to a suc- 
cessful result. It made three several 
assignments in 1841 to secure various 
liabilities, the last and final assignment 
being on September 4 of that year. 

The final result of the liquidation of 
the bank was briefly stated in a letter 
to the author from Thomas Robins, 
Esq., then president of the Philadelphia 
National Bank, who was the last sur- 
vivor of its numerous assignees: 


“All the circulating notes of the Bank 
of the United States together with the de- 
posits, were paid in full, principal and in- 
terest, and the accounts of the assignees 
were finally settled in 1856. There were no 
funds, and no dividend was paid to the 
stockholders of the bank; the whole twenty- 
eight millions of dollars were a total loss 
to them.” 





Ofpsenations 
Country Banker 









By W. LIVINGSTON LARNED 











HESE are boom times in the 
country—and I refer par- 
ticularly to farming country. 

New silos are going up—new auto- 
mobiles and tractors rolling into the 
yard—new paint on the big house. 
But the part I like is the new 
clothes on the women. Out in our 
section, somehow, the women on the 
farm come last, when money pinches. 
It’s their own sweet sacrifice—they 
patch up last year’s duds and make 
‘em do. I drove over to Westbury, 
to the little white meeting-house last 
Sunday and it did my eyes good to 
see some of the prosperity on the 
backs of the mothers and the chil- 
dren. Saving is the “Saving Grace,” 
good times or bad, but when a man 
wants to fit out his family with fum- 
diddles for their own backs, I’m 
willing to let the bank wait another 
month for ITS share. 


* * * 


THINK I’ve said before that 

Prosperity shines in the faces of 
folks and makes itself felt in a com- 
munity in a thousand mysterious 
ways. The truth of the statement 
was driven home to me during my 
drive to Westbury. Every mile of 
the trip was paved with the spirit 


of healthy optimism. Barns were 
spic and span and bulging with 
goodies. I could see new harness 


and new wagons and new happiness 
everywhere. As I passed the farm 


houses women were singing in their 
kitchens, and I want to say right 
here and now that there is no surer 
barometer of how things are going. 
Women can’t help singing when 
they’re happy and contented. They’re 
like birds in that respect. As I 
knelt in the little white church that 
seems almost to have crept up the 
hill and waited to rest, under Mor- 
gan’s Oak, I offered up a prayer of 
thanks to the Almighty for having 
made the farmers prosperous. And 
I prayed, too, that it would continue. 
They deserve it. It’s been a long 
time coming in some sections. 


* * * 


66\A/ HAT’S the use of saving up 

money?” said a_ thoughtless 
friend of mine; “it’s the Law of Life 
that something will happen to make 
you have to draw it out, when you've 
put aside a decent amount.” Rather 
clumsy logic, isn’t it? The very fact 
that there comes an hour when you 
need money—and need it badly, is 
sufficient justification for being fru- 
gal. After all—money is to spend— 
it's HOW you spend that causes all 
the trouble. 


* * * 


ERE’S a peculiar scheme for 
saving that I ran across the 
other day. It’s the discovery of a 
shrewd down-east Yank. He has a 
big heart and a generous disposition. 
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I make this explanation in advance, 
to keep you from being prejudiced. 

He fell into the way of spending 
just half of what he had first in- 
tended and the half he saved he ran 
and put in the bank. For example: 
If it suddenly occurred to him to buy 
a thirty dollar suit of clothes, he 
looked around until he located one at 
fifteen. If he started to buy a three- 
dollar bag of corn, he’d get just half 
as much. He didn’t cheat himself, 
either. He looked further for cloth- 
ing values, and didn’t waste corn. 
Try his scheme in a diluted way for 
a month and see what happens. 
You'll probably find you've been 
squandering the necessities of life as 
well as the luxuries. 


* * * 


GREAT deal has been written 
about and against the sons of 
rich men. I’ve seen several of ’em 
completely cured, in my neck of the 
woods, by being given a responsibil- 
ity to shoulder. There was Ted Mc- 
Loughlin, son of Old Man McLough- 
lin, who is the brains of the large 
sugar refinery down on Cooper 
Creek. After coming back from col- 
lege, he wore a path to the bank 
cashing small checks he’d wheedle 
out of his Dad. “Put five thousand 
on deposit in his name and tell him 
to make it more,’ I suggested; 
make him custodian of that money. 
Mix a lot of pride and honor in with 
the deal. Tell him he’s a man now 
and that you believe he'll pile up a 
better showing than his own father.” 
“Tt stuck in the lad’s brain. When 
things had been put up to him in that 
manner, his own _ self-respect 
wouldn’t permit him to dip into the 
five thousand. And so he added to it 
—knuckled down and made good.” 


* * * 


ACK of some of the biggest and 
snuggest accounts in our bank, 
you'll find a little woman—if you are 
inquisitive enough to investigate. On 





the surface, it would appear that Jim 
and John and Tom should receive the 
credit for the Fat Balance. But oh, 
the quiet, unassuming, heroic work of 
the wives who make saving a habit. 
It often takes a deal of nagging to 
make a man see the sense of being 
careful with his own money. 


* * * 


ONCE overheard a lively discus- 

sion between man and wife. She 
had been admonishing him for his 
spendthrift ways. 

“It’s my money—I earn it—lI’ve 
got a right to spend every cent, if I 
want to.” 

That was what HE said. 

“IT am your ‘partner’-—you made 
me one when you married me. It’s 
cheating your partner to spend fool- 
ishly. I should be consulted when 
money is to be spent. I have a moral 
right, aside from the legal one. 
When you squander, you place my 
future and the future of our children 
in jeopardy.” 

That’s what SHE said. 

Oh! the monstrous egotism of some 
selfish men. They seem to forget 
that earning money is comparatively 
easy. Supreme wisdom is in SAV- 
ING it. Men can’t adjust their view- 
points. They blame a woman if she 
spends—they blame her if she insists 
upon saving. 
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Canadian Banking and Commerce 
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Review 





By H. M. P. ECKARDT 





N 1916 as in 1915 banking develop- 
ment in Canada has been along the 
same lines as in the United States. 

The outstanding features have been ex- 
traordinary growth of deposits, and 
largely increased holdings of securities, 
with expansion of current loans and dis- 
counts. It will be interesting at the 
outset to compare the movement of de- 
posits as shown respectively by the na- 
tional banks of the United States and 
the Canadian chartered banks. At the 
date of writing the latest available ab- 
stract of condition of national banks is 
that for November 17, 1916; and there- 
fore the national banks will be taken as 
at that date and the Canadian banks as 
at November 30. 


(000’s omitted) 


With reference to the large increase 
of deposits of “banks and bankers” as 
shown by the national banks, it is 
probable that duplication of figures 
would occur to a certain extent—that is 
to say, a considerable amount of money 
reported by the national banks at in- 
terior towns and villages as individual 
deposits, would appear a second time 
in the statements of the large national 
banks in reserve centres as deposits of 
banks and bankers. If due allowance 
were made for this peculiarity it is 
likely that the percentage gain of the 
national banks would be approximately 
the same as that shown by the Canadian 
banks. 


It is known, moreover, that growth 


Unitrep States Nationa Banks Per 

































Deposits Dec. 31, 1915 Nov. 17, 1916 Increase Cent. 
Individual-demand .............c.0.. $6,223,842 $7,322,688 $1,098,846 18 
EC TT re 1,417,417 1,816,446 399.029 28 
eS CE OND viid.n:6:6bewcincasiece 2,727,168 3,339,628 612,460 22 

II tite krececao ara sue Klas ase $10,368,427 $12,478,762 $2,110,335 20 
(000’s omitted) Canapian Banks Per 

Deposits Dec. 31, 1915 Nov. 30, 1916 Increase Cent. 
Individual-demand .................. $423,690 $459,277 $35,587 8 
RIND 65 6c coat ciegencancee 720,990 $36,593 115,603 16 
EAE ee ee ere 47,116 63,271 16,155 34 
| ae 10,800 16,115 5,315 49 
At foreign branches...........c0000. 134,650 162,207 27,557 20 

IE Siete eal hte alae arena $1,337,246 $1,537,463 $200,217 15 





The figures show that the expansion 
in Canada has not been relatively as 
great, but it is noteworthy that Canada’s 
increase of deposits has been mainly in 
the time or notice deposits, while the 
increase shown by the national banks is 
chiefly in the “demand” balances of in- 
dividuals and in bankers’ balances. 
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of bank deposits in the United States 
in 1916 was primarily due to the enor- 
mous sales of natural products and 
manufactured goods to Europe at high 
prices, and to the large flotations of new 
securities in the American markets. 
Similarly, Canada’s banking expansion 
may be traced in large measure to the 
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heavy sales of produce, munitions and 
other supplies to the Entente Allies, and 
to issues of new securities in the home 
and foreign markets. 

Taking the whole calendar year, the 
total assets of Canadian banks show an 
increase of $210,000,000. At the end 
of the year the amount was $1,948,- 
044,256. For the calendar year the in- 
crease of deposits was $189,000,000 as 
compared with an increase of $176,- 
000,000 in 1915. The bank notes in cir- 
culation on December 31, 1916, $148,- 
785,287, represented an increase of 
$26,600,000 over the total shown for 
December, 1915. This increase of paper 
money in circulation has been one of 
the notable features of Canadian bank- 
ing in 1916. Every month showed a 
substantial increase over the corre- 
sponding month of 1915; and in the 
fall of the year the excess over the cir- 
culation figures of 1915 rose to $30,- 
000,000, or about thirty per cent. Not- 
withstanding the expansion of the bank 
note currency in 1916, Canada is not 
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subject to tax of one per cent. a year. 

A bank wishing to issue its own notes 
in excess of paid-up capital has the 
choice of two methods. It may deposit 
gold or Dominion legal tender notes in 
the Central Gold Reserves equal to the 
excess; or it may over-issue to the ex- 
tent of fifteen per cent. of its paid capi- 
tal plus surplus subject to tax at five 
per cent., without specific cover or se- 
curity other than the five per cent. re- 
demption fund. Before the war this 
power of issue was confined to the crop- 
moving season—from September 1 to 
February 28 inclusive—but since Au- 
gust, 1914, the banks have had permis- 
sion to resort to these special uncovered 
issues throughout the whole year. In- 
stead of resorting extensively to the 
uncovered excess issues, the bankers 
have elected to cover practically the 
whole of their excess issues by deposit- 
ing dollar for dollar in the central re- 
serves. To show how generally this 
policy was followed, a table of excess 
issues of bank notes during 1916 is given: 


Excess Issurs or Bank Notes, 1916 


Covered by 


Deposits in Central Uncovered 


Month Excess Reserve Subject to Tax 
TET ROT ELE ET ET $5,333,120 $5,104,792 $228,328 
pe on: OCTET TO 6,863,784 6,578,016 285,768 
SN esse bsariasti ce th ie Sites sew consi ais Gece 8,814,226 8,456,865 357,361 
ME cnrctiaatedacanntankeuekaeens 11,150,446 10,516,718 633,728 
| Re Ce Ee EE Pane pein eee 8,569,032 8,440,522 128,510 
PD: cconiserhecieardidnvessenkakes 14,056,328 13,538,863 517,465 
TE, xxaibsdeweonawaiersaateadmeaiie 14,132,506 13,578,852 553,654 
NN fo te a git a aan bs GRAS Rew eNa SD 13,886,269 13,424,681 461,588 
 Sccccuasiwesacadasrewawns 23,553,740 22,697,457 856,283 
RR TE 32,029,379 30,821,079 1,208,300 
NOE. sie sesccwseiensausdudmes 34,906,083 34,150,019 756,064 
a See ey er 35,680,490 35,088,664 591,826 


open to the charge of having unduly in- 
flated her currency. The bankers have 
kept the unsecured or uncovered issues 
strictly within bounds. The normal 
note issue of a Canadian bank is the 
paid-up capital. Up to that amount the 
bank may issue notes against its gen- 
eral assets without specific security 
apart from the five per cent. redemp- 
tion fund in the hands of the Ottawa 
Treasury. Prior to the war this por- 
tion of the note issue was free from tax, 
but since January 1, 1915, it has been 


The significance of the table is better 
perceived when it is mentioned that 
throughout the year the banks had the 
authority to issue uncovered excess 
notes to the amount of $34,000,000. 

There is one point in connection with 
the currency question which should be 
brought out. It is that the deposits in 
central gold reserves covering the ex- 
cess issues consist largely of Dominion 
notes which, though legal tender, are at 
the present time inconvertible. Thus, 


on December 31 the banks had alto- 
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gether in central reserves $43,700,000, it is also to be remembered that imme- 


which was $8,600,000 more than legally diately after the war broke out the Do- 
required. Of this total $31,740,000 minion Parliament relieved the banks 
represented Dominion notes and $11,- from the obligation of paying their 
960,000 represented gold. However, debts in legal tender—but the clearing- 
the Dominion notes, though inconvert- house executive notified all banks that 
ible for the time being, are well backed at all central clearing points, balances 
by gold—the total outstanding as at or differences must be met as heretofore 
December 31, 1916, being $181,047,531, with legal tender, and that rule has pre- 


and the gold reserve held there against _vailed throughout. 
The banking position as at December 


being $114,131,731, or sixty-three per 


cent. 31, 1916, and December 31, 1915, is 
With reference to the banking policy shown in the accompanying table: 


LIABILITIES 
Dec. 31, 1916 
EE EEE CO EY wae $148,785,287 





Dominion Government deposits .................. 24,639,227 
Provincial Government deposits ................... 18,370,320 
Deposits of the public (demand) ................. 458,208,417 
Deposits of the public (notice) .................. 845,006,717 
Deposits elsewhere than Canada .................. 162,860,614 
Deposits of other banks in Canada................. 8,937,287 
Hue to banks in Great Britain ........cicccccccccee 3,791,895 
Deposits of banks in foreign countries ............ 17,595,054 
rr ee rice eer ee Te eee eee 5,241,642 
Acceptances under letters of credit ................ 9,131,318 
so Bao TaN une oink ie 6 obo k eam oabeos 4,380,720 
ED isnt pn daiedreuis tad hd oe hein wes Sagewes *$1,706,948,568 
NII i095, Tab nn ons Gave Haass bm Sane em emesis 113,346,341 
EE Ns cio. o wiccrd wd we cnde seeks enes aoe 113,383,343 
Se MND ID CIID fo. a uo c:wo nss. owe ware saceealaberes 14,366,004 
BE he css acto wikcd gina ore aia wid aca ae ee $1,948,044,256 
ASSETS 

Dec. 31, 1916 

i Ui. ix<unie keine Ken's dimes Sawiem hunb nk waimsao eke de $71,172,169 
EF OIE A DE NE RT ee Tt Rea 124,750,241 
Circulation redemption fund ................00000. 6,861,475 
Deposits in central gold reserves .................. 43,700,000 
Notes and checks, other banks..................... 96,537,562 
Deposits in other banks, Canada .................. 6,090,068 
Due by benks in Great Britain ........ 6.0560 00000650% 25,972,563 
Due by banks in foreign countries ................ 50,448,693 
Dominion and provincial securities ............... 31,092,081 
Canadian municipal, etc., securities................ 167,578,788 
ee GE GORE WOME 60 5 oc cewcsccccececses 64,107,540 
SE er ere Tee eee Te ree $2,569,983 
NG ss San aban awk ae eda 173,878,134 
Ce I, ES oo cto dawasiwaioasececaaa 820,378,557 
I, MEINOUD 5 onsite cde cayneceses ceencas 76,396,720 
Loans to Dominion Government .................. 3,970,000 
Loans to provincial governments .................. 1,967,743 
NII 5656.6, cain. 5.6 0 ctinedwesnesa:neine 24,056,797 
i a fa aon ct Cara ga Gis peas de AOA e Wo9 SS 5,760,812 
Real estate, other than premises ................. 5,424,961 
PROTOROCD GM TORE COUR. aoa 6 cic ceecesssccsces 1,804,484 
I IN 8 56 '6s'a. oN atin ws iidinnoa's:s2 dae bed aes dees 49,788,940 
Liabilities of customers under letters of credit...... 9,131,318 
EE RE ere et eee eee 4,604,451 
ME SN iia wena ced emEN Sed kwkeresncos *1,948,044,256 


*Differences in addition due to omission of cents. 


Dec. 31, 1915 
$122,199,582 
28,446,549 
18,670,317 
423,690,384 
720,990,267 
134,650,183 
17,930,343 
4,433,911 
10,800,160 
3,850,245 
9,070,694 
4,550,981 
*$1,499,283,690 
113,987,577 
112,457,333 
12,263,644 


$1,737,992,244 








Dec. 31, 1915 
$67,995,610 
145,547,870 

6,775,205 
17,360,000 
78,911,720 
15,136,161 
28,655,500 
74,143,694 
15,747,625 
39,978,766 
66,768,836 
84,228,155 

137,157,869 
775,517,947 
58,479,739 
13,514,895 

5,461,553 
30,878,028 

6,631,832 

4,332,764 

1,631,441 
48,494,523 

9,125,694 

5,516,648 


*$1,737,992,244 























Dec. 31, 1916 


Specie ...ccccccscsceccecses $71,172,169 
ee. nr eee 124,750,241 
Surplus in central reserves .. 8,611,336 
Net foreign bank balances. . 72,629,361 
Foreign call loans .......... 173,878,134 

$451,041,241 


The ratio of immediately available as- 
sets to net liabilities has been well 
maintained. At the end of 1916 it stood 
at 29.12 per cent., as against 33.20 per 
cent. at the end of 1915. The 1915 
figure, however, was quite abnormal; 
and a moderate recession from that level 
signifies nothing. ‘The circumstances of 
the time have compelled the banks to 
carry very large amounts at call in New 
York and London, especially in New 
York. In the first place funds in New 
York were created by the flotations of 
new Canadian securities in that market. 
The most important issue was the Do- 
minion Government’s $75,000,000 loan 
on April 1, 1916, consisting of five, ten 
and fifteen year five per cents. Pro- 
ceeds of this loan, amounting to some- 
thing over $70,000,000, were paid over 
by J. P. Morgan & Co. to the Bank of 
Montreal in the first week of April. The 
effect of this transaction, along with the 
credit of $50,000,000 granted in the 
same month by the Canadian banks in 
association to the Imperial Munitions 
Board (as representing the British Gov- 
ernment) was to swell the total deposits 
of the banks $120,000.000 as compared 
with March, and also to greatly enlarge 
the balances and call loans in New 


Net Amount 


Due by 


British Banks 


(000’s omitted) 


November, 1914 ............e00: *$695 
February, 1915 .............2000- 1,786 
PU TEE Ck dinitincscbevcccesomns 8,572 
PU BN orb shes veh dekatncaae 16,632 
November, 39968 \o..0.cccscecscccess 26,867 
PONE, WOU sce caakscdesecdes 18,722 
oe te PE Re ee 17,260 
CURE, MUU Gre taawetandkanaxewanees 16,103 
ee ee eee 18,833 
SACU, IN ods ois ch cle dca whe 26,157 
DOCemMNe, BONE ook sciacecccice 22,180 


“Net amount due to British banks. 
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IMMEDIATELY AVAILABLE RESERVES 






Per Cent. of Whole 


Dec. 31, 1915 





1916 1915 
$67,995,610 16 15 
145,547,870 28 32 
7,162,685 2 1% 
98,365,283 16 Q1l/ 
137,157,869 38 30 
$4.56,229,317 100 100 


York. How strongly the external re- 
serve has been maintained is shown by 
the table herewith. 

The external reserve fund has been 
constantly replenished by means of the 
other issues of Canadian securities in 
the American market, and by the steady 
stream of Canadian grain bills negoti- 
ated in New York. The bankers have 
been extremely cautious in the matter 
of transferring these funds home to 
Canada, recognizing that speculative 
excesses should not be encouraged and 
that strong reserves in New York con- 
stituted a most valuable provision for 
emergencies. 

For purposes of record it will be well 
to specify the various extraordinary 
credit transactions carried through by 
the banks in Canada during 1916. In 
the first place they financed the greater 
part of the payments due on the Do- 
minion’s first domestic war loan of 
$100,000,000. In the first five months 
of 1916 installments of the war loan to 
the amount of $86,000,000 were met. 
Then in September, October, November 
and December, the full amount of the 
second war loan of $100,000,000 was 
paid in. The chartered banks took $22,- 
000,000 of the first loan and entered 


Due by 

Banks in Foreign 
Foreign Call 

Countries Loans Total 

$37,078 $74,459 $112,234 
32,729. 89,890 124,406 
36481 136,098 181,152 
49,990 120.607 187,230 
55,431 135,530 217,829 
70,999 139,138 228,859 

114,804 147,146 279,211 
75,384 182,757 274,244 
66,309 171,380 256,523 
71,159 189,346 286,663 
50,448 173,878 246,507 
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their subscriptions for $50,000,000 of 
the second loan, conditional upon the 
subscriptions being required. As the 
loan was largely over-subscribed the 
banks were not required to contribute. 
In case of both loans there were large 
subscriptions from the United States, 
estimated at $20,000,000 in all, or $10,- 
000,000 for each loan. Then in addi- 
tion to the credit of $50,000,000 to the 
Imperial Munitions Board in April, the 
banks made further advances in May 
and June, bringing the aggregate up to 
$100,000,000. Against these loans they 
received British Treasury bills with cur- 
rency of one year, and at the end of 
December they consequently held $100,- 
000,000 of these bills, which would com- 
mence to run off in April, 1917. In Au- 
gust and September a $30,000,000 loan 
to the Dominion Government on three 
months’ notes was made—this loan be- 
ing repaid in November and December. 
In all of these transactions the twen- 
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ty-two chartered banks acted as a unit 
through the executive council of the 
Canadian Bankers’ Association—each 
bank being allotted its pro rata share of 
all loans, and the details of the loan 
payments being worked out so as to pro- 
duce the minimum effect on the money 
markets. Consequently there was prac- 
tically no disturbance at any season, not 
even during crop-moving, and the rate 
of interest did not fluctuate to any ap- 
preciable extent at the financial centres 
or at other points. 

In December half a dozen of the large 
banks combined to lend $20,000,000 to 
the British ‘Government to facilitate 
purchases of grain in the Dominion— 
this loan following shortly after the loan 
of $25,000,000 made for the same pur- 
pose by a syndicate of New York banks 
headed by the Corn Exchange Bank. 

The net profits and dividends of the 
banks for the years 1915 and 1916 are 
appended. 


CANADIAN BankKS 
Dividend Paid 





Year Net Profits—— 1916 1915 
Bank Ended 1916 1915 —Per Cent— 
Bank of Montreal ........:.. Oct. 31 = $2,200,471 $2,108,630 12 12 

ere  * eee 233,420 i 7 
Bank of Nova Scotia......... Dec. 31 1,252,039 1,220,057 14 14 

(2) Bank of Brit. N. Amer....... ee re 328,595 ie 8 
Bank of Toronto .........<+ Nov. 30 730,954 663,074 11 ll 
PE GE ves ccccsdvnces Sept. 30 582,356 556,194 11 11 
Banque Nationale ........../ Apr. 30 341,003 333,207 8 8 
Merchants Bank of Canada...Apr. 30 950,714 995,431 10 10 

(3) Banque Provinciale .......... Dec. 31 187,483 181,802 7 7 
Union Bank of Canada ...... Nov. 30 651,184 659,688 9 9 
Canadian Bank of Commerce. .Nov. 30 2,439,415 2,352,035 12 12 
Royal Bank of Canada....... Nov. 30 2,111,307 1,905,576 12 12 

(4) Dossivion Bank 2... .cscccses Dec. 31 947,615 $48,741 12 12 
Bank of Hamilton ........... Nov. 30 442,525 424,274 12 12 
Standard Bank of Canada....Jan. 31 563,401 621,463 13 13 
Banque d’Hochelaga ......... Nov. 30 546,011 530,237 9 9 
Ee 8 | ee Nov. 30 591,205 531,268 12 12 

(5) Imperial Bank of Canada....Apr. 30 998,960 1,026,359 12 12 
Home Bank of Canada........May 31 133,406 163,929 5 7 
Northern Crown Bank ....... Nov. 30 128,761 100,790 és ii 

(6) Sterling Bank of Canada ....Apr. 30 136,646 115,111 6 6 

(7) Weyburn Security ........... rer ere 53,844 5+10 

E npesybicd abnawenanedadae $15,935,456 $15,953,725 

{1) Quebec Bank was absorbed by Royal Bank of Canada, and has issued no report for 1916. 
The Quebec Bank was one of Canada’s oldest banks—founded in 1818. 

(2) Bank of British North America results for year ending November 30, 1916, not published at 
date of writing. Delay arises on account of head office and court of directors being domi- 
ciled in London, England. 

(3) Banque Provinciale profits 1915 and 1916, less taxes. 

(4) Dominion Bank profits 1915 and 1916, less taxes. 

(5) Imperial Bank profits 1915 and 1916, less auditor’s fees. 

(6) Sterling Bank profits 1916, less taxes 

(7) Weyburn Security Bank 1916 profits not published at date of writing. This bank in 1915 


declared a stock bonus of five per cent. on subscribed capital (equal to ten per cent. on 


paid capital) in addition to the regular five per cent. 
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PROFITS AND DIVIDENDS 


The net profits, as appearing in the 


table, were approximately the same as 
in 1915, and when allowances are made 
for the three banks not yet reported for 
1916, an increase of something like 
$500,000 is indicated. This, however, 
does not show the full extent of better- 
ment. In 1916 the banks appearing in 
the table as having reported, appropri- 
ated $960,000 for depreciation of assets, 
etc., the appropriations being subse- 
quent to declaration of profits; whereas 
in 1915 the appropriations for this pur- 
pose amounted to $3,280,000. There is 
thus indicated a further net gain of $2,- 
$20,000, making the total gain for 1916 
roundly $2,800,000. In view of the 
great enlargement of the funds of the 
banks, the increase of $500,000 in net 
revenue from operations looks compara- 
tively small. Perhaps the smallness of 
the increase may be accounted for by 
substantial appropriations for deprecia- 
tion, etc., prior to declaration of profits 
and therefore not shown in the annual 
reports. 


As indicated by the table, dividends 


have been well maintained—no de- 
creases appearing in case of any bank 
the annual report of which has been is- 
sued. The Bank of British North 


America, however, reduced its rate in 


1916, and apparently the rate paid for 


the fiscal year will work out at seven 
per cent., as against eight in 1915. 


Again in 1916 Canada experienced no 


bank failures. An important amalgama- 
tion was arranged in the last quarter 


and went into effect on January 2, 1917. 
Tke Royal Bank of Canada absorbed 
the Quebec Bank, an institution possess- 
ing $22,000,000 of assets. As the foot- 
note to the table indicates, the Quebec 


Wheat 

Bushels 
ener 70,922,584 
OO er rer 96,863,689 
ee ener 119,200,000 
Sp eee eT 101,236,000 
DE hGawsesetbcdeawnes 169,725,000 
 _ SEs eee 196,000,000 
fae ee 188,878,000 
Snr rere 134,445,000 
eee rere 370,000,000 


DE sisesegawhcceeswas 160,000,000 
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Bank was one of Canada’s oldest banks 
—the Bank of Montreal being the only 
institution senior to it, and this differ- 
ence in age as between the two institu- 
tions being only one year. On comple- 
tion of the merger the Royal’s assets 
were approximately $272,000,000, and 
the number of chartered banks in active 
business fell to twenty-one. 

From the point of view of Canadian 
banking the year 1917 appears to offer 
a prospect of active employment for all 
available banking funds, and some im- 
provement of earnings may reasonably 
be expected. On the other hand, ex- 
penses of operation, including taxes, 
have steadily risen, and bank stockhold- 
ers in general do not look for increased 


dividends. 
PRODUCTION AND TRADE 


The 1916 crops in Western Canada 
were badly damaged by rust, and a 
great falling off occurred in the number 
of bushels of grain produced. However, 
throughout the first eight or nine months 
of the year, the grain produced in the 
fall of 1915 was flowing steadily into 
the terminals, and in the fall of 1916 
considerable quantities of old wheat 
came forward along with the new crop. 
During the shipping year ended August 
31, 1916, 282,021 cars of wheat were 
inspected at Winnipeg and west—the 
highest number in any preceding year 
being 137,403 cars in 1914. As prices 
were abnormally high throughout the 
whole year, the agricultural community 
enjoyed prosperity in large degree. 
Taking the three western provinces, 
Manitoba, Saskatchewan and Alberta, 
the comparison of yearly production 
back to 1907 is shown by means of the 
accompanying table: 


Oats Barley 

Bushels Bushels 
74,513,000 19,187,000 
108,987,000 24,050,000 
163,998,000 30,542,000 
108,301,000 7,130,000 
185,570,000 33,300,000 
224,500,000 49,600,000 
208,308,000 35,432,000 
150,474,000 28,900,000 
305,680,000 33,000,000 
232,409,000 22,862,000 
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For the whole of Canada the wheat 
yield for 1916 is placed by the Census 
Bureau, in a bulletin issued January, 
1917, at 220,000,000 bushels, as against 
426,000,000 bushels in 1915. The de- 
partment estimates the value of grain, 
root and fodder crops in 1916 as $808,- 
054,000, against a revised valuation of 
$841,297,000 for the 1915 yield. The 
tremendous movement of wheat through- 
out 1916, besides increasing bank de- 
posits, swelled the bank clearings and 
the railway earnings, and provided the 
banks with large amounts of sterling 
exchange for negotiation in New York. 


(000’s omitted) 
Imports (merchandise) 
Exports (merchandise) 


Total trade 


THE MUNITION INDUSTRY 


Present expectations are that the 
munition industry in Canada will be 
quite as active in 1917 as during the 
preceding year, and the output may be 
considerably larger. According to the 
January, 1917, commercial letter of the 
Canadian Bank of Commerce, the value 
of the output throughout 1916 approxi- 
mated $1,000,000 per day, and, as re- 
gards 1917, the Minister of Finance re- 
cently announced that the amount of 
munition orders would reach $500,- 
000,000. It is understood that there has 
been a transfer of a considerable amount 
of shell business from the United States 
to Canada. Apparently the British 
authorities have given Canada to under- 
stand that the Dominion can have all 
the orders she can finance. This financ- 
ing involves the granting of extensive 
credits to the Imperial Munitions Board 
and the banks and the Dominion Gov- 
ernment are acting in close coéperation 
in the matter. There are now 600 es- 
tablishments in the Dominion engaged 
in this line of industry. 

It was noted in last year’s review of 
Canadian banking and commerce that 
the average monthly export by Canada 
of manufactured goods for the twelve 
months ending November 30, 1915, was 
$11,500,000, as compared with an aver- 


$1,034,084 
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age monthly export of $4,000,000 before 
the war. Since November, 1915, there 
has been further large expansion, and 
for the calendar year 1916 the manu- 
factured exports will average about 
$37,000,000 per month. This reflects 
the rise of the munition business. 


THE EXPORT SURPLUS 

The excess of exports in 1916 was 
considerably greater than in 1915. 
Herewith is the comparison of foreign 
trade figures for the two years (the 
figures being for the year ending No- 
vember 30 in each case): 


1915 1916 Increase 
$435,342 $744,403 $309,061 
598,742 1,073,509 474,767 


$1,817,912 


$783,828 


‘Thus the excess of exports for 1916 
was $329,000,000, as against an excess 
of $163,000,000 in 1915—an increase 
of over 100 per cent. In the calendar 
vear 1913, the excess of imports was 
$245,000,000, so as compared with three 
years ago, the improvement of balance 
was $574,000,000. The trade balance 
of $329,000,000 in Canada’s favor in 
1916 would provide for the $150,- 
000,000 required to meet the interest on 
her external debt, leaving a surplus of 
$179,000,000, which apparently has 
been largely invested in British Treasury 
bills. It is noteworthy that the Canadian 
activity in munition manufacturing in- 
volves enormous purchases of raw ma- 
terials, machinery, etc., in the United 
States, and the rise of $309,000,000 in 
Canadian imports is largely attributable 
to these purchases. While the exports 
of war material will perhaps be greater 
in 1917 than in 1916, it is likely that 
grain exports during the first nine 
months of 1917 will be well below the 
figures shown for the corresponding 
period of 1916. 

The mineral production in 1916 is 
understood to be in excess of the 1915 
totals—the abnormally high prices stim- 
ulating the production of iron, copper, 
nickel, silver and coal. Immigration 
from the United States to Canada shows 
a slight increase—the number of settlers 
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coming during the eight months ending 
November 30, 1916, being 39,581, as 
against 36,937 for the whole year end- 
ing March, 1916. This is at the rate of 
about 60,000 for a full year. It falls 
far short of the yearly total for the 
period 1910 to 1914 inclusive—in that 
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period the immigration of Americans 
averaged about 120,000 per year. The 
improvement seen in 1916 was probably 
due to the high price of wheat and other 
grains. Of course, the immigration from 
Europe has been practically at a stand- 
still since the outbreak of war. 


Trust Companies Banquet 





EMBERS of the Trust Com- 
M pany Section of the American 

Bankers’ Association had their 
seventh annual banquet at the Waldorf- 
Astoria, New York, on the evening of 
February 26, with Uzal H. McCarter 
presiding. There were present many 
trust company officers and bankers from 
various parts of the country. Ameri- 
can flags on the walls and tables and 
numerous patriotic references in the 
speeches gave special significance to the 
occasion. 

The principal addresses were made 
by Hon. E. C. Stokes, ex-Governor of 
New Jersey, and Sir Edmund, Walker, 
president of the Canadian Bank of 
Commerce. Governor Stokes’s address 
was especially aimed to combat the idea 
that American patriotism was dead. He 
showed that in every crisis of our his- 
tory American character had been vin- 
dicated, and he vigorously asserted that 
this would be the outcome of the pres- 
ent situation. Here are some of the 
other points of his address: 

“As a national banker I have profound 
admiration for trust company magnates. We 
national bankers have never been able to do 
better than to hold the assets of our patrons 
while alive. You seem to be able to control 
their business after death. After the under- 
taker disposes of the remains, you dispose 
of the remainder man. 

“No wonder that institutions that thus 
minister both to the living and the departed 
spirits have shown a marvellous growth until 
from resources of $962,000,000 in 1895 to- 
day you show resources of $7,980,000,000, 


with seventy-three of your institutions show- 
ing a magnificent aggregate in resources of 
$4,309,000,000, a record of which you may 
be justly proud, surpassed by nothing in the 
financial history of this country. 

“T have a profound admiration for you, 
for another reason; the diplomatic self- 
abnegation you have evidenced in keeping 
out of the Federal Reserve System and al- 
lowing the national banks to enjoy the ex- 
pensive blessings it affords; the seductive 
opportunity of placing millions of your re- 
serves in the regional banks—without inter- 
est (laughter), where the bulk of it remains 
idle, separated from the channels of trade, 
has never wooed your philanthropic heart. 

“An old Confederate Kentucky colonel, 
who was just making his first campaign was 
a little doubtful about the reception -he 
might receive at the hands of his audience, 
and so in a spirit of preparation—which 
Congress might well imitate—he took pre- 
cautions that his speech should be inter- 
rupted by proper laughter and applause, 
and he placed his faithful servant, Sambo, 
in the audience, and he said, ‘Sambo, when- 
ever I put my handkerchief to my forehead, 
I want you to laugh as loud as you can, and 
whenever I reach for a glass of water, I 
want you to applaud as vigorously as pos- 
sible. ‘Massa,’ said Sambo, ‘you had better 
change your signals, for if ever I see you 
reaching for a glass of water, I would sure 
laugh.’ ; 

“Now, if I ever saw a well regulated, up- 
to-date progressive trust company zealous 
of the estate of the deceased, knocking on 
tne doors of the Federal Reserve System, I 
sure would laugh. 

“Naturally, I appear and feel timid in 
appearing before a gathering whose imagi- 
nation has never been caught by a system 
by which you can provide free the funds 
which you subsequently borrow back, at 
from three to five per cent., when you re- 
discount your customers’ paper. 
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“IT am not one of those men who take 
every occasion to roast bankers. The mod- 
ern banker is a sort of a Billy Sunday of 
finance—without Billy Sunday’s financial 
ability. The banker, you know, takes money 
tainted and untainted—‘the root of all evil’; 
and then with due regard for the morals 
of his fellow men, he induces them to de- 
posit it in a banking vault, that it will 
not contaminate the world, but like the sur- 
plus grain of Egypt, it may be called upon 
in time of need. 

“Then he takes this root of evil and 
makes it virtuous for us. He loans it out 
to build a church here, and a schoolhouse 
there, and a factory over there, and a li- 
brary somewhere else. Today he sends the 
gospel to the heathens; tomorrow he sends 
relief to the stricken Belgians; and the 
next day aid to the ailing in some other 
part of the world, and with the rest, if 
you have an ample supply of it, you can 
enjoy a week’s sojourn at the Waldorf- 
Astoria. Modern bankers divide their re- 
turns among stockholders and investors and 
apportion microscopic salaries from them to 
themselves. 

“They use their resources not to tear 
down but to build up enterprise. They are 
constructive and not iconoclastic. They 
prosper only when they help others to pros- 
per. They succeed only when they help 
others to succeed; and they treat the public 
all alike, without preference and without 
rebate. If the real character of the banker 
was known, the demagogue and the anti- 
corporation statesman would have little to 
feed upon; and drastic legislation, that 
too often proves destructive rather than 
remedial, would have no place in party 
platform, and in legislation. Perhaps then 
even our government would cease to inter- 
fere with business, and would treat the busi- 
ness men of this country with the same 


consideration it shows the Mexicans, and 
allow them to settle their own affairs. 
“When Diogenes went around with a 


lamp to find an honest man, Uzal McCarter 
and the rest of you were not born. If he 
were here tonight he would have no use 
for his lamp, as he would find honest men 
on every hand. 

“Honesty is the indispensable trademark 
in the bankers’ calling. No man has the 
public confidence and trust of his fellow- 
man as he. His depositors loan him their 
money without security, satisfied with his 
word and integrity. Rich and poor, widow 
and orphan, wage earner and capitalist, 
trust their savings and accumulations to 
his custody, without misgiving or fear. In 
every community it is the man of character, 
such as the banker typifies, that has made 
the wealth and prosperity and supremacy 
of America.” 


The address of Sir Edmund Walker 


follows. 


It was listened to with pro- 
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found interest and was several times in- 
terrupted by applause and cheers: 


FINANCIAL ASPECTS IN 
CANADA OF THE WAR 


By Sir Epmunp Wacker, President 
Canadian Bank of Commerce 


At the end of Canada’s fiscal year, March 
31, 1913, the climax of a period of great 
expansion, we found that we had imported 
goods to the value of 300 million dollars 
more than we had exported, and owed more 
than 125 millions besides for interest on 
securities held abroad. We are thus 425 
millions on the wrong side internationally, 
and we had to sell, mostly in Great Britain, 
400 millions of new securities to help to 
square the account. The natural contraction 
which followed improved the figures, so that 
by March, 1914, the excess of imports was 
only 180 millions, but as our interest bill of 
course increased, this left us still about 
20 millions on the wrong side. 

A few months later we had to face the 
outbreak of war, and the financial prospect 
for Canada was particularly bad. How 
could we hope to correct such an unfavor- 
able situation, and as our deficit must be 
met by a sale of securities abroad, how were 
we to keep Canada’s credit in good shape, 
since England could not and would not now 
buy a dollar’s worth for any new purpose? 
The last loan placed in London by the 
Dominion Government—one of twenty-five 
million dollars—was in March, 1915, but 
this was not supposed to be for war pur- 
poses. 

Steps were taken by the Government to 
prevent the hoarding of gold, and to avoid 
financial disturbance, but most of these pre- 
cautions seemed later not to have been nec- 
essary, although, doubtless, they produced 
the desired result by their existence. Build- 
ing operations, or the fixing of capital in 
any other form of national or private better- 
ments practically stopped. A widespread 
feeling of the necessity for economy pre- 
vailed, and by March, 1915, we had reduced 
the excess of imports to thirty-six millions. 
Even then, with interest by this time prob- 
ably amounting to 150 millions, we were 
about 185 millions on the wrong side. As 
the European market for our securities dis- 
appeared, a market was rapidly created in 
the United States and the passage from the 
period of an excess of imports to that of 
an excess of exports was thus made with- 
out the strain we had expected. 

When the war began it seemed clear that 
Canada would be obliged to bear her share 
of the cost of the war, and great as was 
the burden borne by Great Britain, she 
agreed to lend us, I believe, although I do 
not speak with authority, $5,000,000 a month. 
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As most of our expenditure at that time 
was made at home, this was a materia] 
help to our finances. 


FIRST LOAN IN NEW YORK 


In July, 1915, mainly because of capital 
expenditures which could not be arrested, 
Canada made her first loan in New York, 
borrowing twenty-five millions for one year 
and twenty millions for two years. 

By the end of 1915 we began to feel the 
good effects of the stoppage of public and 
private building, and the exercise of public 
and private economy, and of the export of 
all kinds of munitions, such as foodstuffs, 
clothing, saddlery, shells, rifles, etc. It be- 
came evident that we could and should pay 
our own war charges without aid from 
Great Britain, and as the business of mak- 
ing shells and kindred munitions began to 
expand and take shape it also became evi- 
dent that we must so finance the payment 
for such munitions as to enable Great 
Britain to pay to some extent in Treasury 
bills instead of in cash. 

In November, 1915, the Finance Minister 
offered to the Canadian public an issue of 
fifty millions. This was the first issue ever 
offered in Canada, as the forty-five mil- 
lions was the first ever offered in New 
York. It was also the largest loan ever 
offered by Canada in its history. New 
York is a real money center; Canada is 
not a money center in any important sense. 
Would the public take it? Could they take 
it? The response, as you know, came in 
subscriptions of over 100 millions, the most 
amazing thing in the history of Canadian 
finance. The Government concluded to ac- 
cept the 100 millions and to set aside fifty 
millions as a credit in connection with the 
munitions being made in Canada for Great 
Britain. 

In March, 1916, the Finance Minister 
brought out his second loan in New York, 
this time one of seventy-five millions, re- 
payable in five, ten and fifteen years. Of 
this, twenty-five millions practically re- 
placed a similar amount borrowed in 1915 
for one year. 

When the Dominion fiscal year closed, 

March 31, 1916, we were delighted to find 
that, leaving out gold and bullion, our ex- 
ports exceeded our imports by 249 millions, 
so that, from the international point of view, 
we were well able to pay our foreign inter- 
est, and a large part of our war charges. 
For the present calendar year the excess 
of exports is over 345 millions. 
_ Following the action of the Government 
in setting aside fifty millions for a credit 
in connection with munitions for the Impe- 
rial Government, the banks were called on 
to consider to what extent they could aid 
by buying Imperial Treasury obligations. 
This they have done to the amount of 100 
millions and they have undertaken to pur- 
chase 100 millions more in 1917. 
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In September the Minister of Finance 
brought out his second war loan in Canada, 
and this time he confidently asked for 100 
millions. The loan was underwritten by the 
banks to the extent of fifty millions, but 
the subscriptions amounted to over 200 mil- 
lions, and not only did the banks obtain 
nothing on their underwriting, but the sub- 
scribers received only from about thirty-five 
to fifty per cent. of their subscriptions, ex- 
cept in the case of small amounts. 

This brings up to date the wonderful story 
of our national finance since the collapse 
of trade expansion in 1913. 


MEN ENLISTED IN THE MILITARY SERVICE 


We have raised an army of 400,000 in a 
country which thought it had nothing to do 
with war and we have at the same time pro- 
duced the munitions and foodstuffs which so 
enormously altered our trade position. Per- 
haps I can give you some idea of the spirit 
of our people by stating the enlistments 
from three large establishments, a Canadian 
university, a Canadian bank and a Canadian 
department store: 


W’ded 
En- and 
— , listed. Killed, Miss. 
University: 
DE ccs eects 102 ae oe —e 
Graduates ..... 2,091 


Undergraduates. 1,455 cae ke 
7%. AW.... BM Be ii 
University Base 
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Hospital: 
Physicians ..... 43 ro) a 
i eee 75 re 
BOD 6ssssccss 300 418 


Bank: 
(Sixty - five per 
cent. of men 
between 18 and 


UE eeedndnass ... 1,283 85 212 
Departmental 

| ere ... 2,426 94 279 

EE oc ksanas aes 7,752 354  T51 


When our men began to go to the front 
a body of citizens formed a fund out of 
which the wives and children of all who 
went from Canada, whether as Canadian 
soldiers, or as British, French, Belgian or 
reservists of any kind among the Allies, 
were to be supported apart from the in- 
sufficient pay of governments. For this fund 
we have raised thus far over nineteen mil- 
lions and the sums pledged for the current 
year are already over fourteen millions, or 
thirty-three millions in all. For our Cana- 
dian Red Cross, a separate body from the 
British Red Cross, we have raised in money 
and in material over eleven millions, prac- 
tically without appeal, and we have allowed 
the British Red Cross to make two 
appeals in Canada, for which there 
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has been subscribed in the Province of 
Ontario alone, over three million dollars. 
These are of course only the main subjects 
of support, but there have been countless 
other appeals and the willingness to give is 
perhaps one of the best ethical developments 
in the war apart from the bravery of our 
men in the trenches. 
HOW MUCH MORE? 

Wwe have done better than we could have 
imagined in our wildest dreams, but how 
much more can we do, and when the war 
is over can we pay the debts which have 
been incurred? ‘This is where we should 
abandon the use of the dollar mark and try 
to get at the real facts of life. Our prob- 
lem at the moment is to supply, not only 
men for fighting purposes, but also men and 
women to work our fields, mines, forests, 
factories, etc., so that we may clothe and 
feed our soldiers, do the same for all at 
home, build enough to keep the national 
plant efficient, and produce munitions of war 
of every conceivable kind, covering many 
thousands of different articles, from wheat 
to shells. 

We have done this successfully for an 
army of over 400,000 men, and we do not 
doubt our ability to go on to the end. Con- 
tinued success in our share of the war does 
not now depend so much upon national fi- 
nance as upon the supply of men and upon 
the economy of the individual. We must 
supply many more men and we must not 
lessen our production of all classes of mu- 
nitions. We cannot do this without harder 
work and longer hours for those who remain 
in Canada, and clearly not without the em- 
ployment of women in the place of men to 
a very much greater extent than we have 
done thus far. Only thus can more men be 
freed to go to the front, whether they go 
willingly or by conscription, and_ only 
through economy such as we have not begun 
to exercise can the task be successfully ac- 
complished. We are trying to teach our 
people that if a wage-earner restrains his 
desire, or even his apparent need, to spend, 
and thereby saves $100, and if he invests 
it in our war loans, he has put just $100 
more of fighting power into the British 
army, which will absolutely not be available 
if he does not save the amount. Even if 
he only deposits his savings in a bank he 
will aid the cause almost as effectively. This 
saving of $100 by a workman may seem a 
trifling matter, but let me say that in the 
aggregate it becomes one of the most im- 
portant aspects of the war, and if the thrift 
campaign about to be inaugurated meets 
the measure of success that it deserves, much 
of our anxiety about the future financing of 
the war will disappear. 

We say to our people that: 

Thrift for the individual is excellent, but 
just now that is of minor importance. 


THE BANKERS MAGAZINE 











Thrift for the sake of Canada, thrift for 
the sake of the Empire, thrift to win the 
war should be our cry. 

We shall not fail for men, difficult as en- 
listment may be. 

We shall not fail because of inability to 
make or to procure war supplies. 

If we fail it will be because we have 
wasted on unnecessary things the money that 
would have won the war. 


TO HELP WIN THE WAR 


Our problem then is to keep enough men 
in the firing line, to take care of them, to 
make all the munitions for the Allies that 
we can, and to pay the interest on our 
foreign indebtedness, so that Canada shall 
bear her part in the war as nearly as 
possible out of her own resources. If we 
can do more than this every dollar we can 
invest in the British Treasury obligations 
issued in payment for the munitions we have 
supplied, is in effect so much of an offset to 
our own war indebtedness. So if any man, 
rich or poor, withstands his desire to spend 
his money on something he can do without, 
whether he puts his savings into a war bond 
or into a bank, he has by that act helped to 
win the war. Carried out to its full ex- 
tent this would, of course, reduce us to the 
condition of those living in the war zone, 
but each man must decide just what econ- 
omy means in his case; and what he may 
safely do, having regard to those depend- 
ent on him, should not be very hard to 
determine. 

When the soldiers come home and the 
orders for munitions stop, what then? 
Frankly, I do not know, nor do I believe 
there are any who do. We can estimate 
the force of some of the factors in the 
situation, but we cannot even guess at the 
number of factors, good and bad, to be con- 
sidered. In 1865 most people thought that 
the United States was facing bankruptcy. 
How could a total national and private debt 
of about six billions be paid? How could 
employment by found for a million and a 
half soldiers coming back from the front? 
In less than three years, however, these 
problems had been solved, and by 1868 busi- 
ness had become good. The expansion of 
business which followed the period of sharp 
readjustment after the war was so vast that 
by 1873 the country had to face the greatest 
panic the world had ever known. We shall 
probably have a bad time for a while, but 
the experience of the United States, and the 
futility of all attempts to gauge the future 
since the war began should warn us not to 
prophesy but to be prepared for almost any 
emergency. 

How long the war will last we do not 
know. How much our national debt will be 
we do not know. What we do know is that. 
if we do not falter, we can win the war. 

When we have won the war, if our share 
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of cost has been mainly borne by Canada 
itself or does not too largely represent 
money borrowed elsewhere, the burden can 
be borne, because it will mainly consist of 
the transference of money from Canadians 
as taxpayers to Canadians as bondholders, 
and however hard that may be on the tax- 
payer, the country cannot be ruined by the 
mere readjustment of a debt which it owes 
to its citizens. in any event, we should 
remember that taxation, so long as it is not 
really oppressive, may be met by increased 
energy and increased economy, and in a 
wasteful country, such as Canada has always 
been, there is a large margin on which to 
draw. 

When the war is over and the painful task 
of reorganizing our industries is accom- 
plished, we shall find that many things have 
adjusted themselves. The places in the com- 
munity, once filled by our gallant and ever- 
memorable dead, will be filled by women and 
girls, by boys called on for the time, to work 
as if they were a few years older than they 
are, and by men working a few years longer 
than their energies would ordinarily war- 
rant. 

Our obligations will demand that we pro- 
duce to the last possibility, from farm, 
forest, sea and mine, and from our factories. 
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We shall possess for our industries, plant, 
capital, skill in our workmen, and enterprise 
in their employers, such as we could not have 
possessed but for the war. Any surplus of 
labor not required in the factories will, if 
we have great depression, turn to the land, 
but we hope that the desire for an open- 
air life on the part of many a soldier, the 
high prices obtainable for all farm prod- 
ucts, and the many advantages of a country 
life, will lead thousands to take up farm- 
ing, not as a last resort, but as the funda- 
mental source of our prosperity. 

That there will be much immigration into 
Canada I do not doubt. ‘The tide from 
Europe may be slow during the time of re- 
building in the destroyed areas, but slow or 
fast, how can we doubt that Canada, with 
the last great area of unplowed land in a 
democracy, with a sufficient water supply, 
with the climate which bred the men of St. 
Julien, of Festubert, will receive its due 
share of the youth of all countries? 
Our difficulty will not be so much the 
want of immigrants, as to decide whether 
they are to be allowed to settle with us, see- 
ing that we shall want to know what kind 
of comrades they will prove if we have 
ever again to fight for our liberties. 
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Book Reviews 





Factory Accounting. By Frank E. 
Webner, C.P.A., Chicago; La Salle 
Extension University. 300 pp., half 
leather; price, $3.30 postpaid. 


Mr. Edward N. Hurley, chairman 
of the Federal Trade Commission, re- 
cently remarked: “Data collected by 
the commission from bankers show that 
less than ten per cent. of our producers 
know their own production costs or 
have any idea of the wastage that takes 
place in their establishments.” 

The science of factory accounting is 
still in its infancy, but it is growing 
with remarkable rapidity—so much so 
that a book on the subject may be mod- 
ern and adequate when published and 
quite obsolete five years later. Recent 
improvements have greatly cheapened 
the process of accounting and supplied 
many mechanical aids which reduce the 


labor of collecting costs. Some of these 
are still unknown to the majority of 
accountants, and a more general dis- 
semination of these newest ideas would 
do much to increase the efficiency of 
our factories. 

This is the aim of a book which has 
just been published by the La Salle 
Extension University, Chicago. It is 
called “Factory Accounting,’ and is» 
the work of Frank E. Webner, one of 
the best-known certified public ac- 
countants in the country. 

Mr. Webner’s experience dates from 
the days when scientific accounting 
was unheard of except among some 
men of the most progressive ideas. In 
1887 he installed a system of accounts 
for the dining-car service of the Chi- 
cago & Northwestern, and later was 
connected with the Deering Harvester 
Company and with various live-stock 
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and packing-house interests, and he 
was one of the pioneers in public prac- 
tice. He has been a lecturer in the 
universities of New York, Cincinnati 
and Wisconsin; in Harvard, and in 
Pennsylvania State College. His book 
on “Factory Costs” has been a stand- 
ard authority for many years. 


Uh 


Heaton’s ANNvAL, Heaton’s Agency, 
Toronto; price, $1.25. 


The thirteenth edition of Heaton’s 
Annual comes from the press with im- 
provements which have marked its 
progress from year to year. To finan- 
cial or commercial houses in Canada 
or in other countries who do business 
with Canada the book is very useful. 

Packed in its five hundred concisely 
written pages one can find precisely 
the information wanted on a wide va- 
riety of topics. 

The first part of the book contains 
complete official directories of the Do- 
minion and Provincial Governments to 
which is added this year a long list of 
titled and decorated Canadians that 
will be of interest to many families 
who have boys at the front; also postal 
information; a shipper’s guide giving 
every banking town with banks and 
railway connections, population, etc.; 
commercial regulations and complete 
customs tariff revised to date. The 
last half of the book contains descrip- 
tions of every commercial town in 
Canada with hotels in order of merit, 
industries, population and industrial 
opportunities and a summary of the 
resources of the Dominion, covering 
agriculture, agricultural districts, 
finance, fisheries, forests, fur farming, 
mining, sport, water powers, etc. Cross 
references are given throughout the 
text to a valuable bibliography of gov- 
ernment and standard publications un- 
der the heading “Where To Find It,” 
so that the reader has access to com- 
plete information upon any subject in 
which he is interested. 
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Tue Watt Street Girt. By F. O. 
Bartlett. Boston: Hougton, Mifflin. 
Price, $1.35. 


Donald Pendleton, a young college 
man, possessing a family mansion 
maintained by his father’s will, but not 
a penny of his own, finds a position in 
a banking house. Here he meets sym- 
pathetic and sensible Sally Winthrop, a 
stenographer who, much against her 
will, falls in love with him. Donald’s 
fiancée, Miss Stuyvesant, is in Europe, 
and Sally advises Don to urge her to 
return to an immediate marriage. Miss 
Stuyvesant’s refusal leaves the way 
clear for Don to find out that Sally is 
really his ideal. 


We 


Raitway ORGANIZATION AND MANAGE- 
MENT. By James Peabody, Late Sta- 
tistician, Atchison, Topeka & Santa 
Fe Railway, Chicago; La Salle Ex- 
tension University. 


A clear and usable book on this sub- 
ject has long been needed, and Mr. 
Peabody’s attractive volume will be 
found more than adequate. His posi- 
tion as chief statistician of the vast 
Santa Fe system gave him unique op- 
portunities for collecting material, and 
he proved himself capable of scholarly 
and interesting presentation when 
(shortly before his death) he wrote 
“Railway Organization and Manage- 
ment.” 

“It is not surprising,” he remarks in 
the introduction, ‘that the railroad or- 
ganization to the uninitiated seems to 
be bound round and round with an end- 
less amount of red tape, exhausting pa- 
tience and trying and _ expensive; 
whereas, if the organization were prop- 
erly understood and the activities of 
each department borne in mind, this 
seeming over-complexity would disap- 
pear. 

“Railway administration involves so 
many and such widely varied subjects 
as to require for its successful conduct 
the largest possible survey as to com- 
mercial conditions, coupled with a 
knowledge of detail that takes into ac- 
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count all the varied operations inci- 
dental to the service. Properly to man- 
age such an undertaking necessitates 
the employment of many men of many 
minds, and the plan by which homo- 
geneity and efficiency are attained is 
known as railway organization.” 

The various departments are taken 
up in order—administration, engineer- 
ing, operation, traffic, accounting, ete.— 
and the work of each and the arrange- 
ments for performing that work are 
clearly set forth. No such complete 
list and description of railway posi- 
tions has been put into any previous 
work. Elaborate charts show the rela- 
tions of the officials to each other and 
guide the reader through the almost in- 
finite complexities of the organization. 

The book also interestingly discusses 
problems of all kinds which railroad 
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men have to meet—from the occasional 
vagaries of lawmakers to the scarcity 
of wood for ties. Such vital topics as 
government relation, valuation, educa- 
tion of apprentices, pensions, staff 
versus line control, reports, statistics, 
advertising, competition, track eleva- 
tion, electrification, traffic associations, 
rate-making, inter-line billing, the man- 
agement of great terminal stations—all 
have concise but illuminating treat- 
ment. So vast is the range of subjects 
and so incisive the handling of them 
that the volume may well be called the 
most attractive general introduction to 
the business of railroading that has yet 
been published. 

The book is issued by the La Salle 
Extension University, Chicago, and 
forms part of the material of its course 
in interstate commerce. 


National Thrift Day’s Observance 


Enthusiastic Celebration Throughout the Country 





By CARLISLE 


P. STANTON 





HE second annual observance of 
Thrift Day, on February 3d last, 
augers well for its permanence as a na- 
tional institution. The day was cele- 
brated—that is the fitting word—with 
every degree of enthusiasm in more than 
1,500 different communities, towns and 
cities of the United States. Special 
proclamations were issued by governors 
of three states and mayors of several 
cities. The nation’s ablest counsellors 
and wisest administrators — Cabinet 
Ministers, Senators and Congressmen 
included—gave the movement unquali- 
fied support, endorsed in not a few in- 
stances by their own thrifty actions. 
All sorts of conditions of men, all 
shades and varieties of opinion, classes 
and masses, without respect of person, 


color or creed, co-operated to make 
Thrift Day’s celebration one of real 
significance. There was a remarkable 
increase in the number of thrift organi- 
zations. Each planned special ways 
and means of focusing the collective 
thought of the nation on the necessity 
of practicing thrift and reducing waste 
and useless extravagance. Judging from 
newspapers, editorials and articles from 
every state in the Union it would seem 
that the virtue of thrift has taken hold 
of our compatriots in no uncertain 
manner. 

The declared interest of the nation’s 
leaders of thought can leave no possible 
doubt in the minds of the most incred- 
ulous and sceptic as to the desirability 
of thrift and especially Thrift Day in 
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America. ‘I know of nothing more cal- 
culated to contribute to America good 
fortune and _ widespread _ stability,” 
writes Senator W. G. Harding. Post- 
master General A. S. Burleson, in a 
letter remarks: ‘One of the present 
problems of the Government is that of 
lowering costs that bear unjustly and 
heavily upon the people. But the 
greater one is that of cutting out waste, 
i. e., teaching thrift. * * Waste 
of time, of bodily and mental energies, 
of the products of our soil and mines, 
and, a sequence that follows as a mat- 
ter of course—of money. A savings ac- 
count is a mighty good antidote. The 
‘feel’ of $1,000 in the bank is apt to 
breed the qualities of character that 
make thrift.” The Attorney General, 
Hon. ‘Thomas Watt Gregory, expressed 
himself, ‘in entire sympathy with any 
movement that will engender thrift in 
the American people.” Governor Em- 
met D. Boyle (Nevada) signified his 
approval and * * * ¢o- 
dperation.” “Nothing could be of more 
value to the American people than the 
intelligent practice of thrift, which is 
another word for  intelligenr 


“hearty 


simply 
conservation of all our resources,” 
avers Senator Morris Sheppard. Gov- 
ernor Frank O. Lowden (Illinois), an- 
nounced that he is “entirely in sym- 
pathy with the purposes of Thrift Day 
movement.” “Should be commended 
and encouraged,” opines Senator Dun- 
can Fletcher (Florida). “It is a great 
national need and its importance in- 
creases year by year.” Senator Reed 
Smoot adds example to precept in his 
words: “I recognize the desirability 
of drawing the collective thought of 
the people of the country to thrift, and 
[ take pleasure in announcing my in- 
tention to observe February 3d as Thrift 
Day.” 

The Thrift Day proclamation by 
Governors of the states of Kansas, 
Texas and Ohio, and by the mayors of 
Galveston, Tex., and Bogalusa, La., 
with other cities are noteworthy. Gov- 
ernor Arthur Capper (Kansas) wrote 
January 2: “I am strong for your 
‘Thrift Day’ idea and will do everything 
I can to encourage it. In the course of 
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a week or two I shall issue a proclama- 
tion designating February 3 as “Thrift 
Day’ in Kansas and will appeal to the 
people to observe it.” 

Thrift Day again has the warm sup- 
port of the American Bankers Asso- 
ciation. The following resolution has 
been adopted: That the administrative 
committee of the A. B. A. heartily en- 
dorses such beneficial movement, and 
declares its support of February 3 as a 
permanent Thrift Day. 

There were many phases to the day’s 
observance in the various communities. 
Thrift Day’s approach was early her- 
alded in the newspapers where special 
editorials and news articles detailing the 
active preparations of citizens and or- 
ganizations for establishing thrift were 
many and frequent. A large number of 
enterprising banks arranged for their 
officers or employees to address school 
children. In several thousand towns 
a special Thrift Sermon was preached. 
Prizes were offered to children, adults 
and bank employees. Attractive 
Thrift Day poster stamps were used 
on all outgoing correspondence by 
thousands of financial institutions, busi- 
ness houses, colleges, high schools and 
private individuals. 

As the day approached, even the 
banks took on a festive air. Flags were 
flung to the breezes; special posters 
were displayed in windows and lobbies: 
interesting and impressive hangers were 
set up in convenient places; neat red, 
white and blue Thrift Day buttons were 
presented to all visitors. 

New records were created, new stand- 
ards set, in the history of bank advertis- 
ing. The friendliest spirit of camarad- 
erie seems to have animated all finan- 
cial institutions in communities where 
Thrift Day was observed. In the news- 
papers appeared whole page advertise- 
ments, joint and sectional, from the dif- 
ferent banks of the town. It was no 
unusual thing to find the advertisements 
of five or six banks together on the same 
page and under the same caption of 
Thrift Day. And such advertisements 
were published every day during the 
week ending February 3. To mention 
only a few newspapers which carried 


























whole pages of special editions of Thrift 
Day advertising: “Omaha Daily News,” 
Omaha, Neb.; “‘News-Republican,” 
Kenton, Ohio; the “Times,” Shreveport, 
La.; “Jackson Citizen-Press,” Jackson, 
Mich.; “Syracuse Herald,” Syracuse, 
N. Y.; “Columbus Evening Dispatch,” 
Columbus, Ohio; the “Sun,” Springfield, 
Ohio; “Laurel Daily Leader,” Laurel, 
Miss.; “Fort Wayne Journal-Gazette,” 
Fort Wayne, Ind.; “Evening Journal,” 
Washington, Iowa; “Utica Daily 
Press,” Utica, N. Y.; “Utica Observer,” 
Utica, N. Y.; “Pine Bluff Observer,” 
Pine Bluff, Ark.; the “Gazette,” Ste- 
vens Point, Wis.; “Illinois State Jour- 
nal,” Springfield, Ill.; “York Daily 
News-Times,’ York, Neb.; “Camden 
Daily Courier,” Camden, N. J.; “Mon- 
mouth Daily Atlas, Monmouth, IIl.; 
“Morning Press,’ East Stroudsburg, 
Pa.; “La Salle Daily Tribune,’ La 
Salle, Ill. ; “Muskegon Chronicle,” Mus- 
kegon, Mich.; “Mankato Daily Free 
Press,’ Mankato, Mich.; “Galveston 
Tribune,” Galveston, Tex.; “Weekly 
Democrat-Chief,” Hobart, Okla.; “Ev- 
erett Press,” Everett, Pa.; “Cedar 
Rapids Daily Republican,’ Cedar Rap- 
ids, Iowa. 

Journalistic enterprise was particu- 
larly evident in the “Syracuse Herald” 
on February 2, 1917, where four con- 
secutive full-page advertisements ap- 
peared featuring Thrift Day for the 
bankers, investment brokers, insurance 
agents and real estate men. The 
Jackson, Mich., Clearing House Asso- 
ciation advertised conjointly in the 
Jackson ‘“‘Citizen-Press.” The Kenton 
“News-Republican,” in common with 
several other newspapers showed the 
applications of Thrift Day to merchants 
by featuring, in addition to advertise- 
ments from banking institutions, special 
thrift messages from local tradesmen. 
On February 3 special Thrift Day edi- 
tions of several newspapers were print- 
ed and the thrift-lesson driven home on 
every page of the issues by means of 
editorial news item, cartoon, comics and 
advertisements. 

It is early at this time to speak of 
direct gains by financial institutions. In 
these pages are reproduced letters from 
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representative banks. Mr. Lesley 
Blackburn, cashier the First National 
Bank, Stevens Point, agrees: “Thrift 
Day was a great success. We feel it 
has forcibly called the attention of this 
community to the Thrift Day idea. We 
are seeing gratifying results in this 
week’s business.” Treasurer T. N. 
Wood, Middleboro Savings Bank, Mid- 
dleboro, Mass., writes of Thrift Day’s 
“bringing the institution before the com- 
munity in a different way than hereto- 
fore has been done.” Many other cor- 
respondents gave actual figures of new 
accounts received February 3 and the 
days following. No dissonant voice has 
been raised in objection. All are unan- 
imous concerning the value and utility 
of thrift days to the banker. 

In Philadelphia itself, home of stal- 
wart traditions and birthplace of the 
Thrift Day idea, an appreciable degree 
of animation was observable among 
bankers. Mr. George Clement, chief of 
staff of Collins Publicity Service, Phila- 
delphia, who last year conceived and 
successfully launched the idea of Na- 
tional Thrift Day, was the recipient of 
the novel and attractive address, repro- 
duced in another page, from members 
of the Collins staff. In acknowledging 
Mr. Clement said in part: “Thrift Day 
this year has received the warmest sup- 
port of the American people. The day 
will be more extensively observed each 
succeeding year. Bankers write us that 
February 3 is a red letter day for banks. 
Let us remember, however, that Thrift 
Day is a red letter day not only for 
banks and financial institutions, but for 
all American citizens.” 

That is the real aim of Thrift Day. 
Not merely increased business of finan- 
cial institutions—though that is impor- 
tant; but something still greater, broad- 
er and wider-reaching. Thrift Day, ex- 
perience proves in numerous instances, 
is an annual occasion that stimulates 
and promotes efficiency in the individ- 
ual, in the community, in the town, in 
the state, and finally in the nation. 

Thrift Day seeks and helps us to 


build up a more responsible, more char- 
acterful and more patriotic citizenry. 
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Character building is the motive influ- 
ence to which is owed much of the suc- 
cess of the Collins Publicity Service. 
Character-building, it might be said, is 
depositor-building. It comprises edu- 
cating the potential depositor to make 
use of a bank as a part of the commu- 
nity’s codperative machinery. The 
bank aids in developing the character 
just as the depositor has aided in de- 
veloping the bank. 

During a critical period of history, 
such as the present, it is the character 
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of the individual citizen that determines 
to an appreciable extent the national 
attitude. Never before were clear 
vision, cool judgment, patience and the 
exclusion of spread-eagleism so desir- 
able in the patriot. Thrift Day, it is 
hoped, in encouraging the practice of 
thrift tends to develop such qualities. 
Thrift Day will thus assist in develop- 
ing a more conscientious citizen, who 
recognizes his duties as sacred pledges 
owed to himself, the commonwealth and 
the nation. 


Safest Place in Town 


O NE dark night the writer stood at 

the intersection of the two princi- 
pal streets of a thriving city in a south- 
western state. Across the street was a 
magnificent bank building of four 
stories, built of marble and glazed tile. 
As I looked the sturdy, square outline 
of the building silhouetted against the 
sky seemed to convey the idea of so- 
lidity. 

Just behind me, inside the large 
plate glass window of another bank, an 
electric sign flashed intermittently 
these seven words: “Safest Place in 
Town for Your Money.” The building 
was but two stories in height, built of 
brick. That impudent little sign, as it 
flashed in my face again and again tell- 
ing me that here was the only safe 
place in town for my money struck me 
as sheer nonsense. 

Up the street a little further was 
another bank, comfortably housed in a 
magnificent building four or five stories 
high. A glance inside disclosed to me 
a bank equipment that would have been 
a credit to a bank of many times the 
importance of this one, in a city of 
50,000 population. Yet even these fix- 
tures were no match for the equipment 
I found in the bank to which my atten- 
tion was first drawn. So far as I could 
judge from all outward appearances, 
the bank that flashed its claim “Safest 
Place in Town for Your Money” was 
no match for either of the other two. 





The next day I made it a point to 
investigate further and, as I expected, 
I found that the bank which was mak- 
ing this reckless statement had a 
smaller capital and surplus, and less 
deposits than either of the other banks. 
As I have already said, the average 
patron or prospective customer is not 
unlike a banker in his habits of thought, 
so it is safe to assume that many of 
the people of this little city had made 
the same comparisons as I had. And 
it is not at all unlikely that this sign 
which invited comparison between the 
three banks was proving a good adver- 
tisement for the other two banks, and 
was after all a detriment to the bank 
that used it. Like We, I, Us, Ours 
and Mine, such phrases as “Safest 
Place in Town,” “Best Bank,” “Most 
Popular Bank in the City,” and similar 
slogans should be avoided, for they in- 
variably react upon the bank using 
them, as well as reflecting upon the 
other banks. No banker should use 
phrases similar to those mentioned, un- 
less he can prove beyond the least 
doubt that his statements are correct. 
Even if a bank can prove the point it 
wishes to make, it is unethical to throw 
distrust upon or to injure another bank 
in any way. And it sometimes happens 
that all banks in a community are 
placed in the same class with the weak- 
est one of the group! 
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For International Trade Peace 








JAMES A. FARRELL, Chairman National Foreign Trade Council 





CANNOT help thinking 
that, above and beyond the 
bearing of our domestic 

policy on the outlook for our 
foreign trade we must set our- 
selves to grasp the large and 
more vital principles of interna- 
tional co-operation. 

It is a debatable question 
whether the United States can 
become a member of an interna- 
tional league of peace for the 
prevention of further war, but it 
is not at all doubtful that we can 
render an invaluable service to 
the establishment of lasting con- 
cord among the peoples of the 
earth by setting our face against 
anything that looks to the per- 
petuation of commercial war in 
peace. 

The spirit in which our mer- JAMES A. FARRELL 
chants, manufacturers and bank- Chairman National Foreign Trade Council and 
ers addressed themselves to the President United States Steel Corporation 
relief of the sufferers by the his- 
toric disasters at Chicago, Baltimore and San Francisco is the spirit 
of generous accommodation in which we must approach the needs 
of Europe after the war. 

Here the path of devastation has had a broader sweep and more 
tragic accompaniments. The forces of destruction have been fed 
by draining the very life’s blood of the nations in capital and man- 
power. Wealth has been lavished on the annihilation of wealth; the 
savings of one generation have been used to impoverish another. 
But from the whole ghastly conflict will emerge a regenerated 
Europe, a Europe with nobler ideals and higher standards of at- 
tainment, both in spiritual and material things. 
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Banking and Commercial Law 





LEADING CASES 





Acceptance 
KANSas. 


Checks, Liability of Bank—Payment 
Agency. 


Supreme Court of Kansas, July 8, 1916. 
Rehearing Denied October 13, 1916. 


CHAMBERLAIN METAL WEATHER STRIP CO. VS. 
BANK OF PLEASANTON, 


Under the Negotiable Instruments Act, 
chapter 310 of the Laws of 1905, General 
Statutes 1909, section 5243 et seq., an ordi- 
nary bank check is a bill of exchange (Gen. 
Stat. 1909, section 5379), and when it is 
presented to and retained by the bank and 
the account of the maker is charged there- 
with, the bank is liable to the payee as an 
acceptor. Gen. Stat. 1909, section 5315. 

Where a debtor has ample funds in a 
solvent bank and gives a check thereon to 
satisfy his debt, and the check is made pay- 
able to the order of the creditor, the bank 
which reecives and retains the check and 
charges the drawer’s account therewith is 
liable to the creditor thereon, and by a pay- 
ment of the check to a third party on an 
unauthorized indorsement the bank does not 
avoid its liability to the creditor. 


Action by the Chamberlain Metal 
Weather Strip Company, a corpora- 
tion, against the Bank of Pleasanton, 
From a judgment for 


Af- 


a corporation. 
plaintiff, defendant bank appeals. 
firmed. 


OPINION OF THE COURT. 


The Chamberlain Metal 
Company performed certain services 
and furnished certain materials for 
Mrs. S. J. Ellis, and she gave her 
check on the bank of Pleasanton for 
$134 in favor of the company in pay- 


Dawson, J.: 


O78 


ment therefor. Mrs. Ellis delivered 
the check to Sprague T. Haskell, who 
indorsed it in the name of the company, 
“by Sprague T. Haskell, Agt.,’’ and he 
presented it to the bank and received 
the money thereon. Haskel did not 
pay over the money to the plaintiff com- 
pany, and it brings this action against 
the bank alleging these facts, and al- 
leging, also, that Haskell had no au- 
thority to indorse the check, and that 
the indorsement of. its corporate name 
was a forgery, that he had no author- 
ity to make collections on plaintiff's ac- 
count, that the bank was not author- 
ized to pay the check to Haskell, and 
that there was due from defendant to 
plaintiff upon the said check the sum 
of $134, ete. 

The bank’s demurrer was overruled, 
whereupon it answered by general de- 
nial. The plaintiff replied with an al- 
legation that Haskell was not its gen- 
eral agent and denied that he had au- 
thority to receive or collect money on 
its behalf. At the trial, after state- 
ments of the case by counsel in har- 
mony with the pleadings, the defend- 
ant objected to the introduction of evi- 
dence. The objection was sustained, 
and judgment was entered for defend- 
ant. Later a motion for a new trial 
was granted, and the bank appeals. 

Was it proper for the court to grant 
a new trial? Plaintiff alleged that its 
debtor, Mrs. Ellis, gave her check to 
Haskell, and alleged that Haskell was 
not its general agent, and that he had 
no authority to indorse it, and had no 
authority to receive or collect money 
for the plaintiff. Appellant argues that 
that is inconsistent. We hardly think 
so. It is very common for business 
houses to employ clerks to receive 





THE BANKERS MAGAZINE 


checks and to open mail containing 
checks, but it would hardly do to say 
that such clerks or employes are gen- 
eral agents with power to indorse their 
employers’ names or the names of their 
business firms, with or without the 
clerks’ own signatures as agents, and 
the employment to receive checks does 
not imply the additional authority to 
indorse such checks and to _ receive 
money thereon. 

Whatever may have been the rule be- 
fore the adoption of the Negotiable In- 
struments Act (Laws 1905, c. 310), the 
bank’s liability to the payee of an ac- 
cepted check is now clear (Gen. Stat. 
1909, Section 5315). ‘The retention of 
the check and the charging of Mrs. 
Ellis’s account was an _ acceptance. 
Gen. Stat. 1909, Sections 5372, 5389, 
5390. In 5 R. C. L. 521, it is said: 

“The acceptance of a check, so as to 
give a right of action to the payee, is 
inferred from the retention of the check 
by the bank, and a subsequent charge 
of its amount to the drawer, although 
it was presented by, and payment made 
to, an unauthorized person. Under the 
Negotiable Instruments Act a_con- 
structive acceptance will take place 
upon failure to return the check within 
twenty-four hours.” 

See, also, Ballard vs. Bank, 91 
Kan. 91, 

Mrs. Ellis had ample funds in the 
appellant bank, and the bank was sol- 
vent. It was the duty of the bank, since 
it did not decline acceptance (Gen. 
Stat. 1909, Section 5390), to pay it to 
the plaintiff or to the holder under 
plaintiff's valid indorsement. But the 
bank was bound to determine, at its 
peril, whether Haskell had authority to 
indorse the plaintiff's name on the 
check and to receive the money thereon. 
This is a question of fact, and the last 
ruling of the court which set aside its 
first judgment on the pleadings and 
granted a new trial thereon is correct. 
See the well-considered case of McFad- 
den vs. Follrath, 114 Minn. 85, and 
note. 

The judgment is affirmed. 
Justices concurring. 

(160 Pac. Rep. 1138.) 


All the 
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Acceptance by Telegram 


MINNESOTA. 


Supreme Court of Minnesota, December 1, 
1916. 


JAMES RIVER NAT. BANK VS. THUET, ET AL. 


Defendants telegraphed plaintiff bank: 
“We will honor draft of G. Roedel bill of 
lading attached for stock purchased by him 
shipped Thuet Bros.” In the light of the 
surrounding circumstances, the relations of 
the parties, and their conduct, this telegram 
is held to be an acceptance by defendants 
of all drafts drawn on them by the person 
named, with bill of lading attached to pay 
for stock shipped to defendants by him 
during the current season, and not merely 
an acceptance of only the first draft drawn. 


Action by the James River National 
Bank against Frank Thuet and others. 
From a judgment for plaintiff, defend- 
ants appeal. Affirmed. 


OPINION OF THE COURT. 


Bunn, J.: Plaintiff sought to re- 
cover in this action the amount of a 
draft, less a credit, drawn on defend- 
ants by one G. Roedel, and paid by 
plaintiff. The ground upon which de- 
fendants’ liability is predicated is that 
they accepted the draft in writing. The 
court so found, and rendered a decision 
in favor of plaintiff. Defendants ap- 
peal from the judgment entered in ac- 
cordance with this decision. 

There is but one question in the case, 
and that is whether the evidence sus- 
tains the finding that defendants agreed 
in writing to accept and pay the draft 
in question. 

The evidence is not much in conflict, 
and is sufficient to warrant a finding of 
the following facts: Defendants had 
their principal place of business at 
South St. Paul, and were in the busi- 
ness of selling live stock on commis- 
sion. Rodel lived at Jamestown, N. 
D. He had known one of the defend- 
ants for many years. In the spring and 
summer of 1912, Rodel had little or no 
money. He came to defendants’ place 
of business in South St. Paul to arrange 
with them for money with which he 
might buy cattle in the vicinity of 
Jamestown, to be shipped to defend- 





280 


ants and sold on commission. He did 
not find either of defendants in the 
office, but talked over his plans with the 
person in charge, and returned to 
Jamestown. On June 4 he wrote de- 
fendants a letter, saying: 


“Please write to the Jamestown Na- 
tional Bank, Jamestown, North Dakota, 
that you will honor my drafts for car 
cattle or hogs with bill lading attached 
and invoices of live stock. You will 
please do this on receipt of this letter, 
for I am now ready to go and buy all 
the cattle I can get during all summer.” 

On receipt of this letter, and on June 
5, defendants telegraphed plaintiff as 
follows: 


“We will honor draft of G. Roedel, 
bill of lading attached for stock pur- 
chased by him shipped Thuet Bros.” 


On June 6 defendants wrote to Roe- 
del as follows: 


“Instead of waiting to write to your 
bank we wired them, thinking perhaps 
you might be waiting for us to get word 
to the bank and that a wire would get 
through quicker.” 


The letter also contained instructions 
to be careful in buying cattle that are 
on grass, and not to purchase rough 
and heavy hogs. On receipt of this let- 
ter Roedel presented it to the cashier 
of plaintiff and inquired whether the 
bank had received a telegram from de- 
fendants. The cashier said that the 
telegram had been received, took the 
letter and filed it with the telegram, 
informing Roedel that it would be 
necessary in the case of each shipment 
to consign it to defendants, send plain- 
tiff the bill of lading with a statement 
of the amount he was paying for the 
cattle, and a draft on defendants for 
the amount. The cashier gave Roedel 
a book of checks on the bank, and told 
him that it would pay checks that he 
drew in payment for cattle purchased. 
Roedel then went inte the surrounding 
country to contract with the farmers 
for the purchase of stock and arrange 
to have it delivered at a railroad sta- 
tion where it could be loaded for ship- 
ment. When so delivered, he drew his 
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checks on plaintiff bank for the amounts 
necessary to pay for the stock, and de- 
livered them to the respective farmers 
from whom the stock was purchased. 
These checks were presented to plain- 
tiff and paid. The stock was then loaded 
on the cars. Each shipment was con- 
signed to defendants, and Roedel drew 
a draft for the amount he had paid, at- 
tached thereto the bill of lading, and 
sent it to plaintiff. The first shipment 
was made June 13, 1912, and the draft 
with bill of lading attached was sent to 
South St. Paul, presented to and paid 
by defendants. During June, July, 
August and September Roedel made 
seven shipments of stock to defendants, 
and in each case, except the last, de- 
fendants paid the draft drawn on them 
by Roedel. The last shipment was made 
September 21, 1912, and a draft drawn 
and presented as usual for the amount 
paid by Roedel to purchase the stock. 
Roedel accompanied this shipment to 
South St. Paul. When it arrived the 
market was poor, and the shipment, 
with Roedel accompanying it, went on 
to Chicago in an effort to get better 
prices. 

When the draft was presented de- 
fendants refused to pay it, and it has 
not been paid, except that plaintiff re- 
ceived part of the amount from the pro- 
ceeds of the sale of the cattle in Chi- 
cago, leaving a balance of $1,475.89 
unpaid. 

If defendants accepted the draft in 
writing, they are liable in this action. 
If they did not, there is no liability. 
The acceptance claimed is the telegram 
of June 5 sent by defendants to plain- 
tiff. The claim of plaintiff is that this 
constituted an acceptance of and agree- 
ment to pay all drafts which should be 
drawn on defendants by Roedel with 
bill of lading attached to pay for stock 
purchased by him during the season and 
shipped to defendants. The contention 
of defendants is that this telegram, 
using, as it did, the word “draft” in- 
stead of “drafts,” constituted an accept- 
ance of but one draft, the first that 
should be drawn. If plaintiff’s conten- 
tion is correct, there is no doubt that 
the telegram constituted a valid accept- 
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ance of all the drafts. Union Bank vs. 
Shea, 57 Minn. 180. 

Defendants insist that the telegram 
is clear and unambiguous, and therefore 
that the surrounding circumstances, the 
situation and conduct of the parties be- 
fore or after the telegram was sent, can- 
not be used as aids in construing its 
meaning. Plaintiff is equally insistent 
that the telegram is open to explanation 
and construction, and that the evidence 
clearly shows that its meaning was as 
claimed. We agree with the view of 
plaintiff. If the telegram of June 5 is 
read by itself, without reference to the 
subject-matter and surrounding circum- 
stances, it perhaps would have to be 
construed as a promise to honor one 
draft only, but its meaning is not so 
clear that it is improper to consider the 
situation of the parties, their prior and 
subsequent conduct in construing the 
telegram, the subject-matter, and sur- 
rounding circumstances, in showing that 
there was an ambiguity, and in clearing 
up that ambiguity. The telegram does 


not refer to a particular draft, mention 
a particular amount, or say that but one 
car is to be shipped, or but one ship- 


ment made. There is sufficient uncer- 
tainty in the telegram itself as to what 
defendants intended to justify the use 
of such evidence to explain its mean- 
ing, and to show that what was intended 
by: the language used was a promise to 
honor all drafts, with bills of lading 
attached, that Roedel might draw 
against defendants for stock purchased 
by him and shipped to them during that 
season. 

There are many cases in our reports 
where extrinsic evidence of the sur- 
rounding circumstances has been used 
to show that writings as plain on their 
face as this telegram are really imbigu- 
ous, and to explain their true meaning. 
Union Bank vs. Shea, supra, was such 
acase. It is often necessary, in order 
to arrive at the true construction of an 
instrument, to resort to extrinsic evi- 
dence, though the instrument is appar- 
ently plain on its face. And this has 
often been done, notwithstanding the 
expressions in some of the decided cases 
that no extrinsic evidence is admissible 
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unless ambiguity appears upon the face 
of the instrument. See Dunnell’s Di- 
gest, Sections 3400 to 3407, and cases 
cited. 

By resorting to the evidence showing 
the situation and relation of the parties, 
the circumstances surrounding the send- 
ing of the telegram, and the conduct of 
the parties in acting upon it, it is made 
entirely clear to our minds that defend- 
ants intended by the telegram to agree 
to honor all drafts drawn by Roedel 
during that season for stock purchased 
and shipped to defendants. The letter 
of Roedel which induced the telegram 
to the bank asked defendants to write 
the bank that they would honor his 
“drafts,” and he states that he is 
“ready to go and buy all the cattle I 
can get during the summer.” The let- 
ter of defendants in reply to this plainly 
indicates a compliance with Roedel’s 
request, but by wire instead of by let- 
ter, and the understanding of defend- 
ants that Roedel was to make a series 
of shipments during the summer. 

Defendants were in the business, and 
naturally desired to earn commissions 
on as many sales as Roedel could give 
them. Roedel, to their knowledge, had 
no money to buy stock. It was to de- 
fendants’ interest to make the arrange- 
ment he suggested. When we come to 
the practical construction of the agree- 
ment made by the telegram, there is no 
doubt that all parties acted upon the 
promise as if it were to pay all drafts. 
Plaintiff bank and Roedel clearly un- 
derstood it that way, and the bank paid 
out large sums in reliance upon such 
understanding, and it is no less clear 
that defendants’ understanding was the 
same. They paid without question six 
drafts drawn during a period of three 
months and more. Defendants point 
out that as’to two of these drafts the 
bank wired them for their acceptance 
and received it, and that a third draft 
was made payable “demand on arrival 
of car.” This is true, as it is that the 
other drafts were not actually paid until 
the stock arrived. The last fact is not 
of much consequence as indicating how 
the parties construed the telegram of 
June 5, and the telegrams of the bank 
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asking for defendants’ acceptance of the 
two drafts are sufficiently explained by 
the evidence. 

It is difficult, if not impossible, to dis- 
tinguish the present case from Union 
Bank vs. Shea, supra. Our conclusion 
is that the findings are sustained by the 
evidence and warrant the judgment ren- 
dered. 

Judgment affirmed. 

(159 N. W. Rep. 1093.) 


& 


Wrongful Payment 


Iowa. 


-Forgery—Principal and 


Surety. 


Subrogation 


Supreme Court of Iowa, November 17, 1916. 


BAKER VS. AMERICAN SURETY CO. OF NEW YORK. 
“Subrogation” is the equity by which a 
person secondarily liable for a debt and who 
has paid it is put in the place of the creditor, 
so as to entitle him to make use of all the 
securities and remedies possessed by the 
creditor, in order to enforce the right 
of exoneration as against the princi- 
pal debtor, or of contribution against 
others who are liable in the same rank 
with himself; a creature of equity so 
administered as to secure real and essential 
justice, without regard to form and inde- 
pendently of any contractual relations be- 
tween the parties to be affected by it. 

The doctrine of subrogation is always ap- 
plied to promote justice and to prevent 
inequitable results, and will not be enforced 
when to do so would be inequitable or would 
work injustice to others having equal equi- 
ties so that the equities of one seeking sub- 
rogation must be greater than those of the 
one against whom subrogation is sought. 

A surety on the bond of the treasurer 
of a local union, on payment to the union 
of the amount of the treasurer’s misappro- 
priation, by means of forged checks on its 
bank of deposit, would be entitled to any 
claim the union had against the treasurer, 
or to any security the union might have 
upon his property at the time of its pay- 
ment. 

A bank assumes the risk of paying money 
on deposit to persons other than those to 
whom genuine checks are payable, and, in 
paying to others on forged checks, acts 
without authority and may not charge the 
payment to the account. 
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Where a local union, whose treasurer had 
presented forged checks to its bank of de- 
posit, on which moneys were paid out, might 
hold the bank liable for money so misappro- 
priated, or might sue on treasurer’s surety 
bond, the surety, paying its liability of its 
bond, was not entitled to subrogation to the 
rights of the union as against the bank, 
since its equities were not greater and were 
to be measured by those existing in favor 
of its principal, and since as between the 
principal and the bank the equities were in 
favor of the bank. (159 Pac. Rep.) 


OPINION OF THE COURT. 


Ladd, J.: This is an action by 
plaintiff in behalf of an association 
known as the Buxton Local Union No. 
1799, District No. 13, a constituent part 
of an organization known as_ the 
“United Mine Workers of America,” 
against the defendant as surety on the 
bond of W. H. Brown, financial secre- 
tary and treasurer of said union from 
July 1, 1913, to July 1, 1914. The peti- 
tion alleges that during October, 1914, 
other officers discovered that “said W. 
H. Brown had misappropriated all or a 
part of the moneys coming into his 
hands as such financial secretary and 
treasurer,” and immediately gave notice 
to defendant that defendant has “failed, 
omitted, and neglected to pay said 
Local Union No. 1799 the money so lost, 
although the same has been demanded,” 
and judgment for $800 was prayed. 

A copy of the bond in the usual form 
was attached, and also an itemized state- 
ment of the several sums alleged to have 
been embezzled. Thereupon defendant 
filed a cross-petition, making the Bux- 
ton Savings Bank defendant, alleging 
what plaintiff claims, and further that 
the “items set out in the said list were 
paid out by the said Buxton Savings 
Bank and charged against the checking 
account of said local union with the said 
bank.” 

The claim of the said local union is 
that the said bank made such payments, 
without authority therefor, upon checks 
or orders forged or the indorsements 
upon which were forged by said W. H. 
Brown, and charged the same to said 
checking account, and that thus the al- 
leged loss accrued to the said local 
union. This defendant says that if 
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such claims of said local union be true, 
that then and in that event the primary 
liability for such loss is that of the said 
bank, and not of this defendant; and 
that if it be true the defendant is under 
liability herein, then defendant should 
be allowed to recover herein against the 
said bank all sums for which this de- 
fendant shall be adjudged to be liable 
to plaintiff and for costs. The said 
checks or orders are not in possession 
nor under the control of this defendant, 
and this defendant is unable to set out 
copies of them. Wherefore this defend- 
ant prays that if judgment should be 
rendered against this defendant herein, 
that the defendant have judgment for 
the same amount against the Buxton 
Savings Bank, and for costs. 

The plaintiff moved that cross-petition 
be stricken from the files for that: (1) 
The facts recited did not justify the 
filing of a cross-petition; (2) the sav- 
ings bank might not be joined as de- 
fendant in this manner; (3) that the 
cross-petition is not material to the is- 
sue raised by the petition; (4) there is 
no privity of contract between defend- 
ant and the savings bank requiring the 
bringing of said bank in as a party to 
the action, and (5) the savings bank is 
not a necessary party to any adjudica- 
tion between the original parties to the 
suit. The motion was sustained. The 
appeal is from this ruling. 

In reviewing the ruling on the motion 
the allegations of the cross-petition must 
be assumed to be true. If so we have 
this situation: The American Surety 
Company bound itself to pay “such pe- 
cuniary loss, not exceeding $1,000, as 
said employer shall have sustained of 
money or other personal property (in- 
cluding that for which employer is re- 
sponsible) by any act or acts of fraud, 
dishonesty, forgery, theft, embezzle- 
ment, wrongful abstraction, or misappli- 
cation on the part of said employe, di- 
rectly or through connivance with oth- 
ers, while in any position or at any lo- 
cation in the employ of said employer.” 
The local union deposited its funds in 
the Buxton Savings Bank, and, as is 
alleced, Brown forged checks or orders 
of the local union or indorsements 
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thereon, and the bank paid these from 
the funds of said local union. As we 
understand it, the orders were properly 
drawn, payable to persons entitled to the 
amounts nained therein, but Brown, as 
is alleged, forged the payee’s name 
thereon and drew the money which he 
appropriated to his own use. If so this 
is within the averments of the cross- 
petition quoted, and the loss, therefore, 
if any, was occasioned by the dishon- 
esty of Brown, as well as that through 
forging checks or orders. Because of 
the dishonesty of Brown the funds of 
the. local union have been paid out by 
the bank, and the theory of the plain- 
tiff is that said union may look to the 
surety company and Brown instead of 
the bank to recoup the loss. The con- 
tention of the surety is that the bank 
paid the money on the forged checks, 
orders, or indorsements, and upon pay- 
ing the local union the loss suffered by 
it through Brown’s dishonesty, it is en- 
titled to be subrogated to the claim the 
local union held against the bank be- 
cause of paying out its money without 
its authority on the forged instruments. 
The bank, through its motion to strike, 
denied that the surety company has the 
right to subrogation, under the circum- 
stances disclosed, and raised several 
other questions not necessary to be con- 
sidered in view of our conclusion. 
Subrogation is defined by Bispham as: 


“The equity by which a person who 
is secondarily liable for a debt, and has 
paid the same, is put in the place of the 
creditor, so as to entitle him to make 
use of all the securities and remedies 
possessed by the creditor, in order to 
enforce the right of exoneration as 
against the principal debtor, or of con- 
tribution against others who are liable 
in the same rank with himself.” 


Subrogation is said in section 1 of 
Sheldon on Subrogation to be: 


“A creature of equity, and is so ad- 
ministered as to secure real and essen- 
tial justice without regard to form, in- 
dependently of any contractual relations 
between the parties to be affected by it. 
It is broad enough to include every in- 
stance in which one party pays a debt 
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for which another is primarily answer- 
able, and which in equity and good con- 
science should have been discharged by 
the latter, but it is not to be applied in 
favor of one who has officiously and as 
a mere volunteer paid a debt of an- 
other, for which neither he nor his 
property was answerable, and it is not 
allowed where it would work any injus- 
tice to the rights of others.” 


The doctrine was derived from the 
civil law, but was early ingrafted into 
the equity jurisprudence of England, 
and in this country its principles have 
been more widely applied than in Eng- 
land. Originally it was exclusively of 
equitable cognizance, but in recent years 
seems to have been exercised in the 
common-law courts. Harris on Subro- 
gation, Section 1. 

Wherever the doctrine is made use of 
it is always for the promotion of justice 
and the prevention of inequitable re- 
sults. It will never be enforced, when 
doing so would be inequitable, or where 
it would work injustice to others having 
equal equities. Makeel vs. Hotchkins, 
190 Ill. 311. It necessarily follows that 
the equities of one seeking subrogation 
must be greater than those of him 
against whom subrogation is sought. Ft. 
Dodge Bld. Ass’n. vs. Scott, 86 Iowa, 
431, 53 N. W. 283. “The doctrine of 
subrogation never interferes with equal 
or superior rights of others.” Vaughan 
vs. Jeffreys, 119 N. C. 135, 26 S. E. 95. 
See Musgrave vs. Dickson, 172 Pa. 629, 
$3 Atl. 705. As remarked in Acer vs. 
Hotchkiss, 97 N. Y. 395: 


“The doctrine of subrogation is a de- 
vice to promote justice. We shall never 
handle it unwisely if that purpose con- 
trols the effort, and the resultant equity 
is steadily kept in view.” 


Subject to these principles the rule 


is well established that: 


a 


“Where one person or his property 
is surety or stands in the position of a 
surety for the payment of a debt, for 
the payment of which another is pri- 
marily liable, the one who is only sec- 
ondarily liable, upon payment of the 
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debt to the original creditor, is entitled 
to be subrogated to all the rights, rem- 
edies, liens, and securities held by the 
original creditor, as they existed at the 
time of such payment as against the 
principal debtor and his property, or 
against any other person who may be 
liable for the payment of such debt. 
And this doctrine applies as well be- 
tween cosureties, codebtors and co- 
obligors, as between principal and 
surety, with the single exception that, 
as between the paying surety and the 
principal debtor, there is no question of 
contribution.” Harris on Subrogation, 
Section 197. 

The surety company then is entitled 
to subrogation, if at all, to any claim 
the local union may have against the 
principal, on the bond, Brown, or 
against any security said union may 
have on his property. But it had none, 
and the surety company is praying for 
no relief as against Brown or his prop- 
erty. Its cross-petition is based on the 
bank’s liability to said union for the 
amount paid out by it on the forged 
checks, orders, or indorsements, and it 
prays therein for subrogation to the 
claim of the local union on the theory 
that the bank’s liability is primary and 
its liability secondary thereto. 

Of course, the bank necessarily re- 
sumed the risk in paying other than 
those to whom genuine instruments were 
payable, and in paying to others it acted 
without authority, and might not charge 
sums so paid to the account of the local 
union. It could have insisted that the 
bank account for all moneys on deposit, 
including those wrongfully applied on 
the forged checks, orders, or indorse- 
ments, and on refusal maintained an 
action therefor. German Savings Bank 
vs. Citizens’ Nat. Bank, 101 Iowa, 530, 
70 N. W. 769, 63 Am. St. Rep. 399. 
But the wrongful diversion of these 
moneys was induced by the dishonest 
conduct of Brown to whom the money 
was paid, and where the Bank held for 
the payment of the funds dissipated it 
would have a cause of action against 
Brown therefor. The plain difference 
in the situation of the two is that were 
recovery had by the local union against 
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Brown he could not recoup in an ac- 
tion against the bank, whereas the bank, 
if compelled to restore to the union the 
moneys paid on the forged instruments, 
might demand reimbursement from 
Brown and upon refusal recover judg- 
ment against him. The local union has 
elected to sue the surety on the bond of 
Brown rather than the bank. 

If the surety is adjudged liable there- 
on and pays the alleged loss occasioned 
by Brown’s dishonesty, it will merely 
pay Brown’s indebtedness and not that 
of another, even though the other may 
also be liable therefor. At the most it 
is a case where each of two parties may 
be held for the dissipation of the same 
moneys, the bank because of paying out 
without authority, and the other fraud- 
ulently inducing the bank so to do. In 
such a case both are absolutely and 
neither entitled to subrogation, for 
either in paying is satisfying his own 
indebtedness. But the bank on pay- 
ment undoubtedly could recover from 
the wrongdoer. Moreover, the equities 
of the surety upon payment would be 
measured by those, if any, existing in 
behalf of its principal, Brown, and, as 
between Brown and the bank, all are 
in favor of the bank, and under the 
rules stated subrogation must be de- 
nied. Otherwise the forger or his 
surety would be preferred to the one 
swindled by his forgeries 

As on the allegations of the cross-pe- 
tition, the surety would not be entitled 
to relief, there was no error in striking 
it from the files. Probably the point 
might more appropriately have been 
raised by demurrer, but, if so, this por- 
tion of the motion may be treated as a 
demurrer, and the ruling be made ac- 
cordingly. It is not to be inferred 
from anything said that we express any 
opinion as to the liability of either 
Brown or the American Surety Com- 
pany to the local union. We merely rule 
that the allegations of the cross-peti- 
tion do not entitle the defendant and 
cross-petitioner to subrogation in event 
it is required to pay the loss of said 


union, 


\firmed. (159 N. E. Rep. 104. 
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Stockholders’ Liabilities 


New York 
Bankruptcy—Discharge of Debt. 


Supreme Court, N. Y., First Department, 
November 3, 1916. 


VAN TUYL, SUPT. OF BANKS, VS. SCHWAB, ET AL. 


The liability of a stockholder in a bank, 
under Banking Law (Consol. Laws, c. 2), 
section 71, accrues, not when the bank is 
ascertained to be insolvent, but when it in- 
curs the indebtedness for which the statute 
renders the stockholder liable. 

The liability of a stockholder in a bank- 
ing corporation, under Banking Law, sec- 
tion 71, is contractual in its nature, there 
being an implied contract on his part when 
he acquires his stock that he will be liable 
as prescribed, and, such liability having ac- 
crued when a petition in bankruptcy is filed 
against the stockholder, is a debt provable 
against his estate, within federal Bank- 
ruptcy Act, section 63, and consequently is 
a debt discharged by the bankruptcy pro- 
ceedings. (161 N. Y. Rep.) 

Action by George C. Van Tuyl, Jr., 
as superintendent of banks, etc., against 
Charles H. Schwab and others. From 
an order granting the motion of de- 
fendant Charles Arthur Moore, Jr., for 
judgment on the pleadings, plaintiff 
appeals. Order affirmed. 


STATEMENT OF FACT AND 
OPINIONS. 


Scott, J.: This action is an om- 
nibus one, brought by the superin- 
tendent of banks of the state of New 
York against the stockholders of the 
insolvent Carnegie Trust Company to 
enforce their liability under section 196 
of the Banking Law as it stood on Janu- 
ary 7, 1911. The question involved 
arises under a supplemental answer of 
the defendant-respondent Charles Ar- 
thur Moore, Jr., to which the plaintiff 
has served a reply which contains no 
effective denial of any material fact al- 
leged in the supplemental answer. 

The facts thus pleaded and not ef- 
fectually denied are that on April 12, 
1911, a petition in bankruptcy was 
filed against respondent, and that such 
proceedings were had thereupon that 
said defendant was, on November 18, 
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1912, duly adjudicated a bankrupt; that 
said respondent duly filed schedules in 
bankruptcy, wherein both the Carnegie 
Trust Company and the superintendent 
of banks were listed as creditors; that 
said trust company and said superin- 
tendent had due notice of said proceed- 
ing in bankruptcy and of said adjudi- 
cation; and that thereafter, and on No- 
vember 3, 1913, upon notice to said 
trust company and said superintendent 
of banks the respondent was discharged 
in bankruptcy. The complaint alleged 
that the Carnegie Trust Company was 
insolvent on January 7, 1911, on which 
day the plaintiff, under the authority of 
the Banking Law, took possession of 
its property and business. 

The question thus presented is 
whether or not the respondent’s dis- 
charge in bankruptcy upon a _ petition 
filed and an adjudication made after 
the trust company had become insolvent 
served to relieve him of his obligations 
and liability as a stockholder for the 
debts of the trust company. In other 
words, was his obligation and liability 
on April 12, 1911, a provable debt un- 
der the federal Bankruptcy Act. Prov- 
able debts are defined by section 63 of 
the Bankruptcy Act as follows: 


“Debts which may be proved.—a. 
Debts of the bankrupt may be proved 
and allowed against his estate which 
are (1) a fixed liability, as evidenced 
by a judgment or an instrument in writ- 
ing, absolutely owing at the time of the 
filing of the petition against him, 
whether then payable or not. with any 
interest thereon which would have been 
recoverable at that date or with a re- 
bate of interest upon such as were not 
then payable and did not bear interest; 
(2) due as costs taxable against an in- 
voluntary bankrupt who was at the time 
of the filing of the petition against him 
plaintiff in a cause of action which 
would pass to the trustee and which the 
trustee declines to prosecute after no- 
tice; (3) founded upon a claim for tax- 
able costs incurred in good faith by a 
creditor before the filing of the petition 
in an action to recover a provable debt; 
(4) founded upon an open account, or 
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upon a contract express or implied; and 
(5) founded upon provable debts re- 
duced to judgments after the filing of 
the petition and before the considera- 
tion of the bankrupt’s application for a 
discharge, less costs incurred and inter- 
ests accrued after the filing of the peti- 
tion and up to the time of the entry of 
such judgments. 

“b. Unliquidated claims against the 
bankrupt may, pursuant to application 
to the court, be liquidated in such man- 
ner as it shall direct, and may there- 
after be proved and allowed against the 
estate.” 


It is, of course, well established that 
a debt, in order that it may be dis- 
charged in bankruptcy, must not only 
answer the above description, but must 
also be provable at the date on which 
the petition in bankruptcy is filed. Col- 
lier on Bankruptcy (10th Ed.), p. 85, 
and cases cited. 

The contention of the plaintiff is, as 
we understand it, that the liability of 
a stockholder does not rest upon con- 
tract, but upon a statute, and that it 
does not arise until the insolvency of 
the bank or trust company has been 
ascertained, and an assessment has been 
levied upon the stockholders. That 
contention is based upon some of the 
language to be found in the opinivn in 
Marshall vs. Sherman, 148 N. Y. 9. 
That case, however, was quite unlike 
the present, being an action by an in- 
dividual creditor of a Kansas corpora- 
tion to enforce the personal liability 
of a stockholder of the corporation un- 
der a statute of the state of Kansas. 
No question as to the liability of a stock- 
holder under any statute of this state 
was involved. 

The liability of the defendants in this 
action is predicated upon section 71 of 
the Banking Law, which reads as fol- 
lows: 


“Sec. 71. Individual liability of 
stockholders. Except as prescribed in 
the Stock Corporation Law, the stock- 
holders of every such corporation shall 
be individually responsible, equally and 
ratably, and not one for another, for 
all contracts, debts and engagements of 
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such corporation, to the extent of the 
amount of their stock therein, at the 
par value thereof, in addition to the 
amount invested in such shares. In case 
any such corporation shall have been or 
shall be dissolved by final order or 
judgment of a court having jurisdiction, 
and a permanent receiver or receivers 
of the said corporation shall have been 
or shall be appointed, all actions or 
proceedings to enforce the liability of 
stockholders under this section shall be 
taken and prosecuted only in the name 
and in behalf of such receiver or receiv- 
ers, unless such receiver or receivers 
shall refuse to take such action or pro- 
ceedings upon proper request in that 
behalf made by any creditor, and in 
that event such action or proceeding 
may be taken by any creditor of the 
corporation.” 

We think that there can be no doubt 
that the liability of a stockholder in a 
banking corporation, under the above- 
quoted statute, is contractual in its na- 
ture. There is an implied contract on 
his part, entered into when he acquires 
his stock, that he will be liable in the 
manner and to the extent prescribed by 
the statute (Cochran vs. Wiechers, 119 
N. Y. 399; Platt vs. Wilmot, 193 U. S. 
613), and that liability accrues, not 
when the company or bank is ascertained 
to be insolvent, but when it incure the in- 
debtedness for which the statute ren- 
ders the stockholder liable. This was 
the construction given by the Court of 
Appeals to a statute which provided 
that stockholders of a corporation 
should be jointly and severally person- 
ally liable for the payment of all debts 
and demands contracted by the corpora- 
tion, although resort to this liability 
was postponed until after judgment 
should have been obtained and an exe- 
cution returned unsatisfied against the 
corporation, or it should have been dis- 
solved. Corning vs. McCullough, 1 N. 
Y. 55. The words affixing liability to 
the stockholders under that case are 
precisely equivalent to the words used 
in the Banking Law above quoted. The 
liability is made absolute. The enforce- 
ment of it only is postponed. Corning 
vs. McCullough, has been referred to 
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and apparently approved by the Court 
of Appeals in Wheeler vs. Miller, 90 N. 
Y. 363, and Matter of Jones, 172 N. Y. 
575. It has never been overruled. 
Strangely enough, there seems to be 
a notable dearth of authority upon the 
precise question as to whether such an 
obligation as defendant assumed as a 
stockholder of the trust company is a 
debt provable in bankruptcy. It was, 
however, directly passed upon by Har- 
old Remington, Esq., the well-known 
writer upon the Bankruptcy Act, when 
sitting as a referee in bankruptcy. In 
a careful and well-reasoned opinion, too 
long to be quoted here, he held distinctly 
that such an obligation as attached to 
defendant as a stockholder of the trust 
company at the date on which the peti- 
tion in bankruptcy was filed was prov- 
able as a debt against his estate. Mat- 
ter of Rouse, 1 Am. Bankr. Rep: 393. 
With his reasoning and conclusion we 
fully concur. If provable, it was dis- 
charged by the discharge in bankruptcy. 
It follows that the order appealed 
from is right, and must be affirmed, with 
$10 costs and disbursements to the ap- 
pellant. Order filed. All concur. 
(161 N. Y. Supp. 323.) 





Replies to Law and Banking 
Questions 


Questions in Banking Law—submitted by sub- 
scribers—which may be of sufficient general 
interest to warrant publication will be answered 
in this department. 





Use of the Word ‘‘ Savings”’ 
by National Banks 


C—-—,, N. Y., October 30, 1916. 
Editor Banxers MaGAZzine: 

Sir—As one of your subscribers, we would 
like you to inform us if a national bank 
has the right: to use the word “savings” on 
their stationery or in advertising. In other 
words, can national banks use the words 
“savings department” or should they use the 
words “interest department’? 

Very truly yours, 
CasHIER. 

Answer: Section 19 of the Federal 
Reserve Act provides that demand de- 
posits within the meaning of the act 
shall comprise all deposits payable 
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within thirty days, and time deposits 
shall comprise all deposits payable 
after thirty days and all savings ac- 
counts and certificates of deposit which 
are subject to not less than thirty days’ 
notice before payment. Congress, 
therefore, authorizes the payment of 
interest on deposits as an incident of 
the banking business. 

The question arises whether or not a 
state law, which prohibits banks not 
organized as savings banks from ad- 
vertising that they will receive savings 
accounts, can be held to prohibit na- 
tional banks from publishing such ad- 
vertising and soliciting such accounts. 

The New York Bank Act (Sec. 279) 
provides: 


“No bank, national banking associa- 
tion, trust company, individual, part- 
nership, unincorporated association or 
corporation other than a savings bank 
or a savings and loan association shall 
make use of the word ‘saving’ or ‘say- 
ings’ or its equivalent, in its banking 
business, or advertise or put forth any 
advertising literature or sign contain- 
ing the word ‘saving’ or ‘savings,’ or its 
equivalent, nor shall any individual or 
corporation other than a savings bank 
in any way solicit or receive deposits 
as a savings bank. Any bank, national 
banking association, trust company, in- 
dividual, partnership, unincorporated 
association or corporation violating this 
provision shall forfeit to the people of 
the state for every offense the sum of 
one hundred dollars for every day such 
offense shall be continued.” 


The California statute is essentially 
the same. The Superintendent of 
Banks of California served notice on a 
national bank that he would impose the 
penalties provided by the law upon 
banks soliciting savings accounts, and 
the Federal Reserve Board was asked 
for a ruling. 

Mr. M. C. Elliot, counsel for the 
Federal Reserve Board, in an opinion 
printed in the May, 1915, Bulletin of 
the Federal Reserve Board, made the 
following ruling: 

“Tt is a well-accepted principle of 
constitutional law that the authority of 
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the Federal Government is supreme in 
the exercise of those powers vested in 
Congress, and that a state cannot in- 
terfere with the administration of laws 
enacted by Congress to aid in the exe- 
cution of a governmental function. The 
Supreme Court of the United States in 
the case of Farmers and Mechanics Na- 
tional Bank vs. Dearing, reported in 91 
U. S., 29, 33, states: 


“The national banks organized under 
the act are instruments designed to be 
used to aid the Government in the ad- 
ministration of an important branch of 
the public service. They are means ap- 
propriate to that end. Of the degree 
of the necessity which existed for cre- 
ating them Congress is the sole judge. 

“Being such means, brought into ex- 
istence for this purpose, and intended 
to be so employed, the States can ex- 
ercise no control over them, nor in any 
wise affect their operation, except in so 
far as Congress may see proper to per- 
mit. Anything beyond this is ‘an abuse, 
because it is the usurpation of power 
which a single State cannot give.’ 
Against the national will ‘the States 
have no power, by taxation or other- 
wise, to retard, impede, burthen, or in 
any manner control the operation of 
the constitutional laws enacted by Con- 
gress to carry into execution the pow- 
ers vested in the General Government.’ ” 
Bank of the United States vs. McCul- 
loch, supra; Weston and Others vs. 
Charleston, 2 Pet., 466; Brown vs. 
Maryland, 12 Wheat, 419; Dubbins vs. 
Erie County, id., 419. 

“The power to create carries with it 
the power to preserve. The latter is 
a corollary from the former. 

“The principle announced in the au- 
thorities cited is indispensable to the 
efficiency, the independence, and, in- 
deed, to the beneficial existence of the 
General Government; otherwise it 
would be liable, in the discharge of its 
most important trusts, to be annoyed 
and thwarted by the will or caprice of 
every State in the Union. Infinite con- 
fusion would follow. The Government 
would be reduced to a pitiable condi- 
tion of weakness. The form might re- 
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main, but the vital essence would have 
departed. 

“Inasmuch, therefore, as Congress 
has the right to authorize national 
banks to charge interest on accounts 
and to include in such accounts what 
are generally known as ‘savings ac- 
counts,’ and since it has exercised this 
right, it would seem that the California 
statute referred to cannot properly be 
so construed as to defeat this right. 

“IT cannot agree with Mr. Williams 
(Banking Superintendent for Califor- 
nia) that depositors would necessarily 
be led to assume that savings accounts 
received by national banks would be 
subject to investment according to State 
laws; and while national banks should 
not be permitted to advertise themselves 
as ‘savings banks, since they are not 
so designated in the act, power is 
specifically granted to member banks to 
receive interest-bearing accounts, in- 
cluding ‘savings accounts,’ and since 
they possess this power the right to 
advertise for such accounts would seem 
to be a necessary incident to its exer- 
cise. 

“It is not believed, therefore, that 
the penalties prescribed by section 49 
of the bank act of the State of Califor- 
nia could be legally enforced against a 
national bank which advertises that it 
will receive and pay interest on savings 
accounts.” 


The New York State Banking De- 
partment takes the position that solicit- 
ing savings accounts by banks other 
than savings banks and building and 
loan associations is unwarranted and 
violates the section above quoted. 

The question has never been judici- 
ally decided, but the Department has 
ruled that it will proceed to enforce the 
penalties upon any bank which adver- 
tises or solicits “savings accounts” by 
that name. If you do not care to enter 
into controversy with the Department 
and make a test case, your safe course 
is to avoid the word “savings,” and 
use in its place “interest” or “special” 
or some other term that will not con- 
flict with the ruling of the New York 
Banking Department. 


i Stopping Payment’ on Check 


La Ceiba, Honduras, October 21, 1916. 


Editor Bankers MAGAZINE: 


Sir—As I am a subscriber to your Maga- 
zine and note that you are willing to give 
your opinion on banking cases, I would ap- 
preciate your views on the folowing case: 

“A” bought a check in favor of “B” from 
a bank in one country on a bank in another 
country, and a week afterwards came to the 
bank that issued the check and requested 
them to stop payment. “A” received the 
money back, upon advice from the bank 
on which it was drawn that it was still un- 
paid. In the meantime “B,” who was in 
possession of the check, negotiated the same 
and it went through the hands of different 
parties, all acting in good faith and think- 
ing that the check would be paid on presen- 
tation. 

The last holder of this check, on present- 
ing it for final payment was informed that 
payment was “stopped,” and demand was 
then made for the value of the check on the 
bank that issued it. I would like to know 
who is responsible for the payment of the 
check. 

While I know that the last holder has re- 
course on the previous one, and so on, I 
think that the bank that issued the check 
and refunded the money a week afterwards 
to the original purchaser is liable, and their 
only recourse is the purchaser of the check; 
or, is only the last endorser liable to the 
bank that cashed it for him before sending 
it to the payee bank. 

Yours very truly, 
SUBSCRIBER. 


Answer: The bank in this case has 
the same right as an individual deposi- 
tor to stop payment on its checks be- 
fore they are presented. It has exer- 
cised this right. If you will analyze the 
course of this transaction you will see: 

A buys a check to the order of B; 
B passes the check on to a third party, 
thereby placing B in possession of the 
cash or its equivalent. The last holder 
presents the check at the bank drawn 
on, and finds payment has _ been 
stopped. He therefore looks to his en- 
dorser, and he to his endorsor, and so 
on back to B, who must refund the 
amount received for the check, leaving 
A and B in the original position of 
debtor and creditor. 

The bank issuing the check might 
have safeguarded itself by requiring 
indemnity from A, against complica- 
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tions, but it had a right to rely upon 
the stop order, which proved effective. 
It would have been perfectly safe 


without any such indemnity, if the or- 
der reached the drawee before payment 
was made. 


Uy 
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Tom Lacks Loyalty 


[From “The Pace Student’ 


HIS is sure a fine place to work 

in, if you say it quick!” exclaimed 
Tom, disgustedly. “A fat chance a 
fellow has to get ahead here! All 
those ginks in the front office think 
about is profits and dividends. They 
don’t care a tinker’s hurrah about us 
poor boobs that do all the work except 
to get as much as they can out of us 
without paying any more than they 
have to. Talk about opportunities for 
a chap to get ahead. Nothing but 
‘bull, and it’s worse here than any- 
where else I know of.” 

“Quite an anarchist this Saturday 
afternoon, aren't you?” commented 
Walter drily. ‘Everything that is in 
business is wrong, and especially in the 
concern in which you earn your bread 
and butter; and all because you've 
made a mistake in your trial balance 
and have to stay here overtime on Sat- 
urday! Your reasoning power does 
you great credit!” 

“That’s all right. Make fun of me 
if you want to,” rejoined Tom, nettled 
at Walter’s ironical reply; “but I’d 
like to know where this old sweat-box 
would go if it wasn’t for fellows like 
us. It would’nt last a year; it would 
go on the rocks the first thing you 
know.” 

“Get back to earth!’ answered Wal- 
ter. “You're not saying anything; 
you're just exercising your jaws, and 
you know it. You’ve got a splendid 
chance for promotion right here; so 
have I; so has every other young fel- 
low that develops his usefulness for a 
bigger thing than he’s doing. It’s sim- 
ply a question of delivering the goods.” 

“Like fun it is!” began Tom, 
grouchily. 

“You’ve talked enough,” continued 
Walter, regardless of Tom’s interrup- 


tion. “It’s my turn now. You spoke 
about the men in the front offices. 
Every one of them fought his way up 
to where he is now from a routine job, 
and most of them began with this com- 
pany. And there was one thing that 
they all had from the start and always 
kept, whether you know it or not.” 

“What was that?” queried Tom, 
showing a little interest. 

“Loyalty,” snapped Walter, “Loy- 
alty to their jobs, loyalty to the officers, 
loyalty to the organization. If things 
went askew with them, they didn’t begin 
to pan everybody and everything in 
sight; and they’ve got ahead. So will 
you, if you wait awhile and show that 
you are loyally devoted to the best in- 
terests of the company. If you keep on 
snarling and crabbing, you'll stay where 
you are or be kicked out. Mark what I 
tell you!” 

“TI guess there’s something in what 
you say,” replied Tom, his common 
sense returning, especially now that 
he had recalled the oversight that had 
caused the trouble in his trial balance. 
“Tl try to keep the lid on my tem- 
per. I know you don’t get anything 
by letting off steam.” 

Tom has come to his senses. No- 
body gains anything, even under try- 
ing circumstances, by saying spiteful, 
disloyal things about the organization. 
One of the most valuable qualities that 
any man can possess who wishes to 
progress and succeed in business is loy- 
alty. It is loyalty that makes personal 
and organization achievement possible. 
Walter knows that to be true, and Tom 
will have to learn its truth before he 
can give the best of himself to his 
daily work and thereby brighten his 
chances for advancement. 
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International Banking and Finance 





Great Britain’s Financial Strength—British and 
German Credit Systems* 


T is now two and a half years since this 
war began. We, as well as the other 
belligerent countries, have been losing our 
manhood and sacrificing our resources, and 
the end is not yet in sight. We must look 
for further sacrifice of life and still further 
wastage of our resources, But as we stand 
to-day, we are in the midst of great eco- 
nomic phenomena. Our country is overflow- 
ing with money and credit. Large profits 
are being made, due greatly to increased 
prices, and our working classes are earning 
larger wages than ever before; some are 
spending freely, others are saving. The 
same conditions prevail in Germany, and as 
one reviews the position, one is inclined to 
ask, how is this credit created, and where 
does the money come from? 
THE CREATION OF CREDIT 
You all know what credit is. If one per- 
son lends and another borrows, the one gives 
credit and the other receives it. If you 
huy goods and do not pay for them at once, 
you are said to get credit. Whenever a 
loan is made, credit is created. Bankers 
are great manufacturers of credit. When 
you pay cash to a bank—meaning by cash 
gold, silver, notes and copper—you are 
credited with the amount paid in, but the 
cash going into the reserves forms the base 
for a larger credit. When you draw out 
cash, you reduce the base for the credit. If 
you eliminate these two transactions, i. e., 
the payment in and withdrawal of cash, 
then nearly all loan transactions of banks 
create credit. To understand this statement 
clearly, assume that all banks in this coun- 
try are combined as one bank and that a 
customer borrows from it, say £100,000, but 
does not withdraw actual cash, then two 
different kinds of transactions are seen to 
take place. In London, the £100,000 would 
le placed to the credit of the borrower, who 
would most probably at once begin to draw 
out the amount by checks to pay for pur- 
ch The checks would go to the credit 
ot the sellers of the goods, and, when the 
‘hole sum had been drawn out, there would 
still he the whole of the £100,000 credit out- 
anding, although it might stand to the 
credit of a great number of persons. Tech- 
illy, we say of such transactions the 


ises. 


loan has created a credit of equal amount. 
In the provinces, the transactions would be 
somewhat different. The customer might 
still be granted a loan of £100,000, but, in- 
stead of having the amount placed to his 
credit, he would begin to draw checks and 
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would continue to do so until he had raised 
his indebtedness to the sum agreed upon. 
The result would be the same as in London, 
because all the checks drawn would go to 
the credit of the persons receiving them. 
The loan would in the same way create 
credit. If the banks are no longer com- 


Speech by Sir Edward H. Holden, Bart., Chairman 
of the London City and Midland Bank, Limited, at the 
Annual General Meeting of Shareholders, Held at the 
Cannon Street Hotel, London, on January 26, 1917. 
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bined as one bank but are regarded as sep- 
arate institutions, the loan might be made 
by one bank and the credit created might 
be in some other bank or banks, but the 
loan would still have created the credits. 
These credits will continue to circulate un- 
til the loan is paid off. When the repay- 
ment of the loan takes place, it may be 
done either by the credits created by the 
loan or by credits created by some other 
loans. 


NECESSITY OF ADEQUATE RESERVES 


The making of loans and the creation of 
credit might thus go on continuously were 
it not for the fact that all the credits are 
diffused among different people, who pay 
them to their accounts with their banks on 
condition of repayment by the banks on 
demand or at short notice. These two con- 
ditions compel the banks to hold sufficient 
liquid resources (that is, legal tenders, or, 
as Americans say, “lawful money”) to meet 
the repayment of any credits which are de- 
manded from them. ‘There is no specified 
amount of reserve designated as necessary 
in any country except America, where the 
naitonal banks in the three central reserve 
cities are compelled to hold in reserve not 
less than eighteen per cent. of their de- 
posit liability. Banks in other reserve cities 
must hold fifteen per cent. and banks in 
the country twelve per cent. Under the 
Federal Reserve Act, the twelve new reserve 
banks (which really form one bank) must 
keep a reserve of forty per cent. in gold 
against the liability on the state notes is- 
sued through them, and a reserve of thirty- 
five per cent. in gold or lawful money 
against their deposit liabilities. If, after 
the above explanation, you can understand 
the statement that loans create credits and 
that adequate reserves must be held to pro- 
tect those credits, then you will understand 
the principles on which the banking sys- 
tems of the whole world are carried. Of 
course, the loans take different forms, such 
as short loans, advances to industry and 
commeree, bills of exchange discounted, 
treasury bills bought, investments in Ex- 
chequer bonds, investments in long loans 
and in various other ways, and the credits 
created are repayable on demand, at short 
notice, and sometimes at long terms. The 
truth of these observations can be clearly 
seen if you examine the statements of the 
bank of England, the Reichsbank, the Bank 
of France, or the Imperial Bank of Russia. 


THE BANK OF ENGLAND'S POSITION 


Take, for example, the Bank of England. 
In the statement of July 29, 1914, the last 
statement issued before the war, the loans, 
after allowing for capital and reserve, were 
£40,268,000, and the credits, after allowing 
for cash credits, were £40,268,000. Here 


again the loan created a credit. In th 
statement at the end of December, 1916, 
the loans, after allowing for capital and 
reserve, were £145,786,000, and the credits, 
after allowing for cash credits, were £145,- 
786,000. We, therefore, see that the Bank 
of England had created between these pe- 
riods credit of which the balance outstand- 
ing on December 28, 1916, was £105,518,000, 
When loans are made by the Bank of Eng- 
land they are made under two headings, 
namely: 


“Government Securities” and 

“Other Securities,” 
and the credits created are under two heads 
also, namely: 


“Public Deposits,’ which are Govern- 
ment deposits, and 

“Other Deposits,’ which include the 
credits belonging to other bankers 
(which constitute a part of their re- 
serves), and credits belonging to other 
persons or firms. 


When loans are made by the Bank of 
England they may be for our own Govern- 
ment, for other Governments, or for firms, 
but where there is an increase or decrease 
in the amounts under one or both of the 
two headings “Government Securities” and 
“Other Securities,” there is also an increase 
or decrease in the amounts under one or 
both of the two credit headings “Public De- 
posits” and “Other Deposits.” unless cash 
is taken out by the loan or paid in by a 
deposit. 


JOINT STOCK BANKS 


Just as the central banks of every coun- 
try create credit by loans, so the joint stock 
banks of all countries do the same. In 
England, nineteen of our principal banks 
(excluding the Bank of England), at the 
end of June, 1914, showed loans of all kinds 
amounting to about 720 millions, after the 
capitals and reserves of 76 millions had been 
deducted, and the deposits or credits, after 
‘ash reserves of 118 millions had been de- 
ducted, amounted to about 720 millions. In 
the statements for June, 1916, the same 
banks showed loans of all kinds of about 
844 millions, after deducting capital and re- 
serve amounting to 73 millions, and deposits 
or credits of 844 millions, after cash re- 
serves of 186 millions had been deducted. 
The loans increased 124 millions and created 
banking credits of a similar amount. During 
this period the Bank of England created 
credits amounting to 69 millions. Thus the 
principal joint stock banks, together with 
the Bank of England, have created on bal- 
ance banking credit between these two dates 
to the etxent of about 193 millions. The 
creation and working of these credits are 
very remarkable. Suppose a foreign gov- 
ernment borrowed £1,000,000 from the bank; 
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according to the above reasoning £1,000,000 
would be placed to the credit and debit of 
the foreign government. Such government 
would use the credit to pay for purchases 
or other liabilities, and such payments would 
most probably go to the credit of other 
persons or firms with the joint stock banks, 
thus increasing the deposits of those banks, 
but the checks drawn would go through the 
clearing-house to the debit of the foreign 
government and to the credit of the joint 
stock banks at the Bank of England, thus 
increasing the bankers’ reserves with that 
institution. The position of the Bank of 
England would not be altered, the only dif- 
ference being that the credit of the foreign 
government would have been reduced, and 
the credit of the joint stock banks receiving 
the checks would have been correspondingly 
increased. In fact, it is remarkable how 
little the credits at the bank of England 
vary unless special transactions take place. 
CREDIT CREATED BY GOVERNMENT BORROWINGS 

Having seen the manner in which the 
Bank of England and the joint stock banks 
create credit, let us now see how the Gov- 
ernment has created credit, and how it has 
been responsible for some of the bank- 
ing credit which has been created since 
the war began. You will remember that, 
in order to meet the demand for 
small currency at the beginning of the 
war, the Government issued £1 and 10s 
notes. The issue has been increased at an 
average rate of about £1,000,000 per week, 
and, by the end of December, 1916, the notes 
in circulation amounted to over 150 millions 
sterling. These notes are a most important 
part of our finance, because they play the 
same part as gold and Bank of England 
notes, inasmuch as they form a portion of 
our reserves upon which loans are granted 
and credits created, and, in our reserves, 
they assist in the protection of our credits. 
Let us now turn to the Government borrow- 
ings and see how the money has been found 
to carry on the war and how further credit 
has been created. The Government has bor- 


rowed, between August, 1914, and December 
31, 1916: 
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When the people see that the Government 
has borrowed such a large amount, and 
knowing that the deposits of the banks of 
the United Kingdom before the war did 
not amount to more than about £1,100,000,- 
000, and that the available reserves did not 
amount to more than about £300,000,000, 
they must ask themselves how it has been 
possible for the Government to borrow over 
£3,000,000,000? 


Payable 
a Se er re mend ae 1928 £332,000,000 
ey Spee. MO oes svce ved suswaideanet Cneckuen 1945 592,000,000 
—_———————_ £924.000,000 
Dy 3%. Meter Mees. «... so0c06scccsveccen 1920 48,000,000 
my OS, Be I 5 6 sivnscewourreesewn 1919-20-21 334,000,000 
BY CQ: Te Wok c ccc aseccvccrveaven 1920 ,000, 
£541,000,000 
Ry Pesos WO COO co cecewissvesicwscoas Within 12 months £1,100,000,000 
Py War Expenditure Certificates............... Within 2 years 30,000,000 
By War Savings Certificates. .........ccscecee 1921 42,000,000 
he Re rar Within 5 years 203,000,000 
~<a AMOUTEOUE TO 6 caves ccccsecectionesvces 92 oan DON O00 
sy Temporary Advances ........ece0eeeeeees (Net) 
ei sid ——_——_ £2,108,000,000 
M king total cash receipts... ..cccccccccccccccccccsccccececcccscscesssesees £3,032,000,000 
rhese borsow -_ have been reduced by the redemption of 3%%: 
War loan, , Exchequer bonds and other debt to the extent of about. 180,000,000 
ving net borrowing of about.........cccccccccccccrcecccscescesescccece £2,852,000,000 








FINANCING A GREAT LOAN 


Whenever a Government loan has been 
brought out, the custom has been for the 
amount of the loan applied for to be taken 
in instalments from the joint stock and 
other banks and placed to the credit of the 
Government with the Bank of England; for 
the Government to pay their indebtedness 
out of such credits to their creditors, and 
for such creditors to place the amounts re- 
ceived to their credit with the banks again. 
There is a limit to the size of a loan if 
it is to be paid up in full. For example, 
suppose a loan be for £350,000,000, and to 
be paid up in full—then this amount would 
be withdrawn from the banks and paid to 
the Bank of England; but, as the reserves 
of the banks are not at the present time 
much larger than this figure, the effect of 
paying such an amount in full might be to 
inconvenience them, because their reserves 
would be taken away until sufficient time 
had elapsed to allow the payments by the 
Government to get back through the busi- 
ness firms and the working classes to the 
banks again. To meet this position the 
loans are made payable by instalments and 
at arranged periods, in order that each in- 
stalment may have time to get through the 
Bank of England, through the business 
firms and back into the banks before an- 
other instalment is required. In the case 
of the four and one-half per cent. loan in 
1915, the subscription lists were open from 
June 21 to July 10, or a period of twenty 
alays, and the instalments were payable 
every fortnight between July 20 to October 


26, making eight instalments in all. The 
last German war loan was open for sub- 


scription from September 5 to October 6, a 
period of thirty-one days, and payments 
were fixed in four instalments extending 
from October 18 to February 6, 1917. The 
lists for our new loan were opened on the 
13th of this month, and will close on Feb- 
ruary 16, there will be five instalments, and 
other satisfactory arrangements have been 
made to prevent any considerable disloca- 
tion of the reserves of the banks. 


SHORT TERM BORROWINGS 


There is no disorganization of banks’ re- 
serves when the Government borrows on 
Treasury bills, exchequer bonds and other 
short term securities, because the amounts 
lent on them, although withdrawn from the 
banks, are not of sufficient weekly magni- 
tude to inconvenience the reserves of the 
banks before they are again replenished by 
the return of the withdrawals. If, for ex- 
ample, we examine the Treasury bill trans- 
actions from January 1 to December 31, 
1916, we shall find that although the Gov- 
ernment has received no less than £2,575,- 
000,000 on account of these bills, the matu- 
rities during this period have amounted to 
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£1,855,000,000, leaving net receipts by the 
Government of about £720,000,000. Reduc- 
ing these figures to a weekly average for 
the whole of the year, the receipts have 
amounted to about 4914 millions, and the 
redemptions to about 3514 millions, leaving 
receipts by the Government on balance of 
about 14 millions sterling per week. The 
Government will spend this £14,000,000, and 
all the cash which has been taken from the 
joint stock banks in respect to the Treasury 
bill transactions during the week will return 
to them through the accounts of the Govy- 
ernment creditors, thus facilitating the fi- 
nancing of the next transactions. 


REVOLVING CREDIT 


It is now becoming clearer how this vast 
amount of borrowing has been carried 
through. To make it perhaps clearer still, 
think of the revolutions of a wheel. The 
banks place in the wheel the payments they 
make for those customers who have sub- 
scribed for the loans; the wheel carries 
these payments to the credit of the Gov- 
ernment with the Bank of England, and 
the subscribers receive their securities; the 
Government then places in the wheel checks, 
in payment of commodities received and 
services rendered, for conveyance to their 
creditors, and the creditors then use the 
wheel to carry these checks to the credit of 
their accounts with their banks, which re- 
establishes the banks’ reserves and prepares 
them for another instalment. This _pro- 
cedure has gone on daily and weekly wiih 
the short securities and periodically with 
the two long-term securities. It must be 
observed that when a deposit is placed to 
the credit of the Government with the Bank 
of England, there is an end of that deposit 
as far as the customer is concerned. When 
the Government gives out checks, which are 
afterwards received by the joint stock 
banks, a new set of depositors is created, 
who, in their turn, take up other loans. In 
this way continuous series of new depositors 
are created who have taken up in the aggre- 
gate the large amount of Government loans. 
But if it should happen that any of the pay- 
ments made by the Government should be 
taken away in gold, then those payments do 
not get back to the banks, and consequently 
there is a diminution in the amount of the 
new deposit; and, further, in case the Gov- 
ernment uses any portion of a credit for 
the purpose of paying off a debt to tlie 
Bank of England, the deposit does not go 
forward, because it has been used to pay 
off a loan which has itself previously created 
a credit. The questions then arise—When 
does a loan to the Government result in 
the creation of credit and when does it not? 
Banking credit is created when Government 
loans are taken up by banks on their own 
account, or when banks make advances to 
their customers to enable them to subscribe 
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for such loans, because the cash, which has 
been taken from the bankers’ reserves to 
subscribe for the loans, ultimately comes 
round again to the banks and forms new 
deposits in the manner we have already 
described. When, however, bank depositors 
use their deposits to subscribe for loans, 
the revolutions of the wheel show that these 
deposits are merely transferred to ihe 
Government and, after disbursement by the 
Government, find their way back to the 
joint stock banks through the accounts o/ 
the Government contractors. There appears 
here to be no creation of credit but merely 
a transfer from the subscriber to the Gov- 
ernment, from the Government to the con- 
tractors, and from the contractors back to 
the banks. The same deposit is capable 
of being driven round the wheel continuous- 
ly so long as its different owners are will- 
ing to take up Government loans, and dur- 
ing each revolution of the wheel an addi- 
tional amount of loan is paid for. From 
these observations it can be clearly seen 
how, with total deposits of about £1,100,000,- 


000 in the banks of the United Kingdom 
at the beginning of the war, the Govern- 
ment has been able to borrow over £3,000,- 
000,000; and, further, that when the Govern- 


ment issues loans, and sucn loans are taken 
up either by customers of banks or by 
banks themselves, the operations are car- 





ried through by using for a time bankers’ 
reserves. 


WHERE THE MONEY COMES FROM 


I stated at the beginning of my address 
that our country is overflowing with money 
and credit. We have seen how the credit 
is created. Now let us see where the money 
comes from. In regard to payments on ac- 
count of commercial transactions, conditions 
in this country are different from those pre- 
vailing in Germany, inasmuch as such pay- 
ments are made here mainly by check, while 
in Germany they are made mainly by bank 
notes. We, therefore, do not require so 
large an amount of notes as they do. On 
the outbreak of war, the Bank of England 
notes in circulation amounted to about 29 
millions sterling and the Reichsbank notes 
in circulation to about 94 millions, but the 
necessity immediately arose in both coun- 
tries for additional notes of small denomina- 
tions. In Germany, they issued their Dar- 
lehnskassen notes, i. e., the loan bank notes, 
which on December 31, 1916, amounted to 
170 millions sterling. These notes are really 
issued from the German National Debt Of- 
fice and they are delivered under the direc- 
tion of the Imperial Chancellor to the loan 
banks, by whom they are paid out to bor- 
rowers against different kinds of securities. 
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They are obligations of the German Empire, 
and are taken at their full nominal value 
by all Imperial exchequers as well as by all 
public offices, but in private commerce their 
acceptance is not obligatory. They are, 
therefore, not legal tender, but the joint 
stock banks hold them in their reserves be- 
cause they can at any time exchange them 
for the legal-tender Reichsbank notes. Even 
the notes of the Reichsbank were not legal 
tender prior to 1909, and in this respect 
they were similar to the new Federal Reserve 
notes in America. Loan bank notes have a 
further peculiar attribute, which is that they 
may be held by the Reichsbank as a part 
of the one-third cover for the Reichsbank 
note circulation in the same way as gold. In 
other words, a Darlehnskassen note may be 
used as a base on which to issue a Reichs- 
bank note. This would be equivalent to 
using a currency note as a base on which 
to issue a Bank of England note. The 
Scotch and Irish banks are allowed to issue 
a certain fixed amount of notes without 
cover, and before the war they were com- 
pelled to hold gold and silver against all 
notes issued in excess of that amount, and 
they were not at that time legal tender; but 
now, since the war, they are legal tender in 
their respective countries, and the banks 
may issue them on the base of currency 
notes, which is analogous to the Reichsbank 
issuing its notes on the base of the Darlehn- 
notes. 


skassen 


PAPER CURRENCY 


Our currency note, as you are aware, is 
a Government note, like the gold certificate 
issued by the Government of the United 
States, but in the latter case the notes are 
covered to the extent of 100 per cent. in 
gold, whereas in the former case they are 
covered to the extent of twenty per cent. in 
gold. By this time, I presume those of our 
people in this country who understand this 
subject are convinced of the necessity of 
holding more gold than was held before the 
war. If, when the war is over, we accu- 
mulated one hundred millions sterling of 
gold, and issued aaginst it one hundred mil- 
lions sterling of £1 notes, we should not 
only improve our credit but we should have 
a stock of gold, two-thirds at least of which 
might be used in case of necessity. You 
are aware that the Bank of England cannot 
increase its note issue except against gold 
unless the Act of 1844, which up to now 
has been found to be a great obstacle, be 
suspended; but the issue of currency notes 
may be increased without restriction. The 
issue of Reichsbank notes is also limited 
by law and by tradition to three times the 
amount of gold held, but the issue of Dar- 
lehnskassen notes may be increased to any 
extent by the Bundesrat. 

Just as the notes of the Reichsbank, the 
Darlehnskassen notes, and the notes of the 
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other German banks, together with the sil- 
ver currency at present constitute the cir- 
culating medium of Germany, so the notes 
of the Bank of England, the currency notes, 
and the notes of the private and joint stock 
banks, together with the silver currency, 
constitute the circulating medium of this 
country, leaving out of consideration the 
check currency. The circulating notes in 
this country at the end of December, 1916, 
were: 

£50,000, 000) 


tank of England notes..... about 
e 150,000,000 


COPCOMET MOCES: 2c cccccccess 


Notes of private and joint 

stock banks of the United 
PE a 06. cen Gara senas 34,000,000 
P223,000,000 

Before the war they were: 


Bank of England notes... “ £29,.000,000 
Currency notes .......... Nil 
Notes of private and joint 

stock banks of the United 

Kingdom 16,000,000 


£45,000,000 

In Germany the circulating notes on De- 
cember 31 last were approximately: 

SOE “GUID, ko as o-60a 5d bas £405,000,000 


Darlehnskassen notes 170,000,000 
Reichskassenscheine 18,000,000 


£591 000,000 


Before the war they were: 

Reichsbank notes about £94,000, 000 

Darlehnskassen ........ Nil 

Reichskassenscheine .... “ 6,000,000 

£100,000,000 

The notes of certain state and other Ger- 
man banks are not included, as the figures 
are not at present obtainable. 

I will leave the consideration of these 
figures to those who wish to study their 
effect on the prices of commodities in the 
two countries. 


GERMANY'S FINANCIAL SYSTEM EXPLAINED 


Turning now to Germany. In order to 
properly consider the German financial sys- 
tem we cannot avoid, particularly at the 
present time, making an examination of the 
constitution of the Reichsbank, the institu- 
tion in which the whole Germany financial 
system is centralized and which acts as the 
central bank for most of the great joint 
stock banks of Germany. The Reichsbank, 
or Imperial Bank of Germany, is a private 
concern, and the shares are held mostly in 
Germany and Holland. The Government 
holds none of the shares. There are three 
boards controlling this institution. The first 
is called the curatorium, the second the di- 
rektorium, and the third the Ausschuss. The 
first board, the curatorium, is composed of 
five members. The head of this board Is 
the Imperial Chancellor, at present Herr 
von Bethman Hollweg. The second mem- 
ber is appointed by the Kaiser, and the 
remaining three are members of the Bund- 
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esrat, which is, as you know, the Federal 
Council, consisting of representatives from 
the Federal States. The curatorium meets 
every three months, and the Chancellor has 
supreme power. ‘The second board, the di- 
rektorium, is composed of nine members, 
including the president and vice-president. 
These directors are appointed by the Kaiser 
for life on the recommendation of the Bund- 
esrat. This board meets weekly and directs 
the business of the bank. The third board, 
the Ausschuss, is composed of fifteen share- 
holders who are elected at the annual meet- 
ing with fifteen alternates. This body meets 
monthly, and from among its members se- 
lects a committee of three, with a corre- 
sponding number of alternates. The mem- 
bers of this committee are called deputies; 
they meet weekly with the direktorium and 
work with that body. You will observe from 
this that the direction of the bank is actu- 
ally under the control of the Kaiser through 
his Minister, Herr von Bethmann Hollweg, 
and it would, therefore, appear that the 
bank’s operations can be directed along 
Whatever lines he chooses to dictate. We 


shall see later what those lines have been. 
In ddition to its function as the bank of 
issue for the Government, the Reichsbank 


carries on an ordinary banking business. 
In times of peace its notes are secured ac- 
cording to law by gold bullion or coin, Im- 
perial Treasury notes, and current German 
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money to the extent of one-third of the 
notes in circulation; but since the war, by 
the law of August 4, 1914, they have added 
another form of cover, viz., the notes of the 
Darlehnskassen, that is, of the small loan 
banks which have been established in dif- 
ferent parts of the Empire and at which 
advances on all kinds of securities may be 
obtained. The custom of the Reichsbank, 
however, has always been to maintain a 
minimum cover of thirty-three and one-third 
per cent. in gold only against its notes in 
circulation, and we shall observe both the 
efforts which have been made to maintain 
this cover and the success which has attend- 
ed them. When, therefore, we speak here 
of the Reichsbank notes being secured, we 
mean secured by gold only. When the war 
began in July, 1914, the amount of such 
notes in circulation was about 94 millions 
sterling, and by December 31 of that year 
they had increased to 252 millions, an in- 
crease of 167 per cent. By the 31st of De- 
cember, 1915, they had further risen to 346 
millions, an increase over July, 1914, of 266 
per cent., and by the end of December, 
1916, they had reached a total of 403 mil- 
lions, an increase since the beginning of the 
war of about 328 per cent. The gold held 
by the Reichsbank on July 23, 1914, was 68 
millions, being a percentage of 71.7 to the 
notes in circulation. On December 31 of 
that year it had increased to 104 millions, 
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while the percentage to the notes had fallen 
to about forty-one. By the 3lst of Decem- 
ber, 1915, the gold had further increased to 
122 millions and the percentage to the notes 
had again fallen to 35.3, and by the end of 
December, 1916, the gold amounted to 126 
millions and the percentage had fallen to 
31.3. We thus see that since the beginning 
of the war the notes of the Reichsbank have 
increased 328 per cent., and the gold about 
eighty-five per cent., while the percentage 
of gold to notes has fallen from about 71.7 
per cent. to 31.3 per cent, or a fall of over 
fifty-six per cent. It may be observed that 
every return of the Reichsbank since the be- 
ginning of the war, with the exception of 
the one issued on December 30, 1916, shows 
that the traditional cover of one-third of 
gold to the notes in circulation has been 
maintained. 


THE POSITION OF THE REICHSBANK 


We have always spoken of the ratio of 
gold to notes, but we must remember that 
the liabilities of the Reichsbank consist of 
deposits in addition to notes and that the 
gold is not actually earmarked for the notes 
alone. It is, in fact, also available for the 
deposits, although the Reichsbank is not re- 
quired by law to maintain any legal reserve 
against these liabilities. At the beginning 
of the war the deposits amounted to about 
47 millions sterling. In December, 1914, 
they were 88 millions sterling; in December, 
1915, they had risen to 118 millions; and 
by December, 1916, they had reached 228 
millions, an increase of 383 per cent. since 
July, 1914. The ratio of the gold held to 
the notes in circulation and deposits com- 
bined has been: 


Per Cent. 


Belly BB, 2O14 nacvccovcccessss 47.8 
December Bi, 219014 ....cccsves 30.5 
Decemper Bi, WIS ....cccccecs 26.3 
December 30, 1016 .... cece 19.9 


These figures show a continuous fall in the 
ratio. 

The corresponding ratios of the Bank of Eng- 
land at the same periods were: 


MD RET TETT eT TCT 45.2 
SPE, BOE ccsncccsenadecs 36.1 
OO errr re rr rrr 26.0 


December, 1916 .... 


This comparison is, however, somewhat im- 
perfect, inasmuch as in the case of the 
Reichsbank the notes of the Darlehnskassen, 
amounting at the end of December, 1916, 
to about 170 millions sterling, and aaginst 
which no gold is held, are not included, and 
in the case of the Bank of England the 
Government currency notes, amounting to 
about 150 millions sterling, with a gold re- 
serve of 2814 millions, are also not included 
in calculating the ratios. If we add to- 
gether the notes of the Reichsbank, the de- 
posits of the Reichsbank and the notes of 





the Darlehnskassen, we get a total liability 
at the end of December, 1916, of about 801 
millions, against 126 millions of gold, giving 
a ratio of 13.7 per cent. In like manner. 
if we add together the notes in circulation 
of the Bank of England, the deposits of 
the Bank of England and the currency notes 
of the Government, we get a total liability 
of 368 millions against a total amount of 
gold of over 81 millions, giving a ratio of 
about twenty-two per cent. 


GERMANY’S GOLD COLLECTION 


During the progress of the war, the 
Reichsbank authorities have foreseen that 
there would be a tremendous increase in 
their note circulation, and that it would be 
absolutely necessary for them to put forth 
extraordinary efforts to gradually increase 
their gold as the note issue increased. I 
have told you on a previous occasion of some 
of the methods which they adopted to in- 
crease the gold holding of the Reichsbank, 
and it may be interesting here to recapitu- 
late those methods, while adding others 
which have since been introduced. 

(1) Travelers have been stopped at the 
frontiers and their gold taken from them 
in exchange for notes. 

(2) The clergy have preached from the 
pulpits urging the people to give up their 
gold and take notes. 

(3) Gold ornaments have been melted 
down and the metal sent into the Reichs- 
bank in exchange for notes. 

(4) The soldiers have been given certain 
privileges in exchange for any gold which 
they could collect. 

More recently the holders of hoarded 
coins were threatened that the gold in the 
possession of the bank would be recoined 
and the design changed, and that their 
hoarded pieces would no longer be regarded 
as currency. In this way, it was hoped to 
drive into the Reichsbank a considerable 
portion of the hoarded gold coin, said to 
amount to about 30 millions, but apparently 
the proposal has been abandoned as imprac- 
ticable. Again, with a view to collecting 
gold in the form of plate, jewelry, etc., es- 
timated to contain gold to the value of 100 
millions sterling, the whole country has been 
agitated and committees have been appoint- 
ed in every town and village to urge the 
surrender of ornaments. Offices have been 
established where gold may be handed in 
and Reichsbank notes given in exchange, 
and inscribed iron medals are given to those 
who deliver up their gold. The counter- 
feiting or circulating of these medals 1s 
severely punished by law. It is also urged 
that pearls and other valuables be delivered 
up, so that they may be sent to neutral 
countries in payment for credit. And, final- 
ly, we hear that people are to be asked to 
make a declaration on oath that they have 
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no gold in their possession, and that if 
they decline to make it their names are to 
be posted up in public places. In view of 
the decline in the ratio of gold to circula- 
tion, it is quite evident that, in order to 
maintain their gold covering of one-third, it 
has been necessary to use every possible 
method for increasing the gold holding of 
the Reichsbank. We have in this country, 
from time to time, seen the German banking 
system extolled and compared with ours to 
our disadvantage, the charge against us be- 
ing that we are behind the times. In our 
check system, however, we have a very defi- 
nite instance where we are not by any means 
hehind German times. If they had devel- 
oped their check system as they are now 
seeking to do, so that payments could be 
made by means of checks instead of bank 
notes, then obviously a less amount of notes 
would be required, and consequently less 
gold. In increasing their note issue, they 
have had to keep before them the main- 
tenance of their gold reserve. They were 
aware that Reichsbank notes would be cir- 
culated freely in the conquered and occupied 
territories of Belgium, France, the Balkans, 
and Poland; indeed, in Constantinople, the 
German mark has been so plentiful that 
it has depreciated in relation to Turkish 
money. It would appear that as first it was 
the policy of the German Government in 
the conquered countries to replace the na- 


tional note cireulation with Reichsbank 
notes. This, of course, resulted in a large 
increase in the circulation of these notes 


against which it was necessary to hold the 
proportion of one-third in gold. In Sep- 
tember, 1916, the Reichsbank authorities be- 
gan to feel the inconvenience of maintaining 
the requisite amount of gold against the 
large amount of notes then in circulation, 
so they turned their eyes to Belgium, where 
a large quantity of mark notes were circu- 
lating. These notes had doubtless been car- 
ried to that country by the German soldiers. 
The German Government had made an ar- 
rangement in December, 1914, with the So- 
ci¢té Générale de Belgique whereby the lat- 
ter would issue Belgian france notes on con- 
dition that German notes for 100 marks 
should be held against every 125 francs of 
Belgian notes put into circulation. This 
was the fixed rate of convertibility between 
the mark and the franc. This arrangement 
was based upon the knowledge that people 
prefer to use notes in their own currency 
rather than notes in a foreign currency. 
Consequently, in the case of Belgium, the 
mark notes, which had been circulated by 
the soldiers, would flow into the banks and 
the frane notes would flow out into circula- 
tion. As a result of this process, the Bel- 
vian banks accumulated large amounts of 
German notes. If the circulation became 
(oo aggressive, it was an easy matter to 
cancel a portion of the notes and transfer 

liability on their account to the deposits. 





As I have previously stated, the pressure 
of the notes in circulation on the gold re- 
serves in the Reichsbank in September, 1916, 
began to cause inconvenience and the Ger- 
man Government thereupon cancelled about 
20 millions sterling of Reichsbank notes, 
held in Belgium by the Belgian National 
Banx and the Société Générale de Belgique, 
and transferred the liability in respect to 
them to Deposit Account in Berlin, thus re- 
lieving the Reichsbank from the necessity 
of holding gold against them. 


DIFFICULTY IN CIRCULATING GERMAN MONEY 


In regard to the invaded and occupied 
Russian territory, the German troops found 
great difficulty in circulating their German 
money, and it became necessary to provide 
them in some way with roubles to enabie 
them to make their purchases; but, as the 
roubles could only be obtained from Ber- 
lin, the demand for them caused a consid- 
erable rise in their price in relation to Ger- 
man money. To overcome this difficulty, the 
German authorities established in Poland a 
system of Darlehnskassen banks through 
which loans could be made. These banks 
have been put under the control of the chief 
command of the army, and an officer has 
been appointed in each case to superintena 
the granting of loans. The mayors of the 
different towns have been empowered, in 
concurrence with the military command, to 
borrow moneys from these loans banks, of 
course in the form of roubles. Loans are 
made for a period of three months against 
the security of either German or Russian 
bank notes and certain specified securities 
and non-perisnable goods. The notes are 
issued in denominations up to 100 roubles, 
and the total issue is limited to 100 million 
roubles. They are printed in German, Let- 
tish, Lithuanian and Polish, are legal ten- 
der, and are taken at the same value as 
the Russian rouble. Of course the creation 
of these legal tender notes again relieved 
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the Reichsbank from the necessity of hav- 
ing to hold more gold. 

From figures previously quoted we find 
that for every £100 of notes issued in Ger- 
many before the war there are now £428 
of notes in circulation. How have these 
notes been increased? 


THE INCREASE IN REICHSBANK’S LOANS 


We now come again to' the question of 
the creation of credit, in which the Reichs- 
bank has taken so important a part. The 
Reachsbank makes loans against collateral 
security, and also by the discounting of bills. 
By this time you have become familiar with 
the Treasury bill. This form of bill is is- 
sued to a large extent in Germany by the 
Government in order to obtain money from 
the Reichsbank, from the joint stock banks, 
and from the people. Before the war the 
Reichsbank held discounted bills to the 
extent, on an average, of about 45 millions 
sterling. From what I have said previously 
you will understand that when a firm dis- 
counts bills with the Reichsbank, the pro- 
ceeds of those bills, as in other banks, are 
placed to the credit of that firm’s account, 
but such credit is not drawn off by checks 
as in this country, but mainly in bank 
notes. In this way an increase in discounts 
means an increase in credit, and when that 
credit is drawn off, an increase in notes in 
circulation. If the Government requires ac- 
commodation from the bank, it gives the 
bank Treasury bills, which are discounted 
and the proceeds placed to the credit of 
the Government’s account. ‘This credit is 
drawn off in bank notes to pay Government 
indebtedness, and these notes thus get out 
into circulation. Let us now see how the 
loans have increased, and how credit has 
been created thereby. The total loans and 
discounts, deducting capital and reserve, 
amounted 


In — 
July, 1914, to 55 millions. 
Dec., 1914. to 197 millions. 
Dee., 1915, to 294 millions 


Dec., 1916. to 511 millions. 
and the notes in circulation amounted 


In 
July, 1914, to 4 millions. 
Dec., 1914. to 252 millions 
Dee., 1915, to 346 millions. 
Dec., 1916, to 4038 millions. 


As I have explained earlier, these loans have 
created a corresponding amount of credit. 
We see from the above figures that the 
whole of the credit created between July 
and December, 1914, was drawn off in 
Reichsbank notes; that between December, 
1914, and December, 1915, practically the 
whole of the credit created between those 
dates was similarly drawn off; but when we 
come to December, 1916, we find a very 
different state of affairs. The total credit 
created at this date amounted to 511 mil- 


lions against 294 in December, 1915, which 
means that the borrowings from the bank 
had created additional credit between De- 
cember, 1915, and December, 1916, to the 
extent of 217 millions sterling. We find, 
however, that the circulation did not in- 
crease correspondingly, and amounted to 
403 millions only, showing an increase over 
1915 of only 57 millions, thus leaving the 
disposition of 160 millions of credit to be 
accounted for. ‘This additional credit of 
160 millions increased the deposit and other 
liabilities of the bank to the extent of 120 
millions (making deposits of 228 millions) 
and the remaining 40 millions were drawn 
off in cash. Why this departure from the 
settled principle of drawing off the credit 
in notes of the Imperial Bank? If we re- 
fer to the ratios we find that at the end of 
December, 1916, the ratio of gold in circu- 
lation had already fallen to 31.3 per cent., 
but if the whole of the credit of 217 mil- 
lions, created between December, 1915, and 
December, 1916, had been drawn off in notes 
as on the former occasions, the ratio, in- 
stead of falling 2 points, would have fallen 
to 22.3 per cent., or 11 points below the 
traditional minimum of thirty-three and 
one-third per cent. If the Reichsbank had 
allowed the whole of the new credit to be 
drawn off in notes, the notes in circulation 
would have amounted to 563 millions, and 
187 millions of gold would have been re- 
quired to maintain the traditional ratio of 
thirty-three and one-third per cent. As it 
was quite impossible to find this gold the 
bank authorities appear to have determined 
to do the next best thing, which was to keep 
the ratio as near to thirty-three and one- 
third per cent. as possible. The difficulty of 
finding gold to cover its increasing note cir- 
culation explains very forcibly the earnest 
endeavors of the Reichsbank throughout 
1916 to popularize the check as a medium 
of payment. Chambers of commerce, in- 
dustry and agriculture throughout the whole 
country had been circularized with a view 
to bringing before their members the ad- 
vantages of the check system of payment, 
and the Reichsbank itself, besides extending 
the system of postal checks to a large num- 
ber of its branches, has latterly been au 
thorized to provide checks drawn on it with 
a certificate of confirmation, by which the 
bank undertakes the obligation of ‘redeem- 
ing the checks. 


GERMANY’S FIVE WAR LOANS 


We have already shown that the notes In 
circulation in Germany have greatly in- 
creased since the war began. This increase 
has been due largely to Government borrow- 
ings. Let us now see how these borrowings 
have been effected. Germany has adopted 
the principle of long-term loans, and has on 
the occasion of each loan sought to gather 
up and consolidate as much of the floating 
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debt as possible. Up to the present time, 
Germany has offered to the public five 
loans. On four occasions she has offered 
stock and Treasury bonds, and on one oc- 
casion stock only. The stock in each case is 
irredeemable before 1924, and only reedem- 
able thereafter at the option of the Gov- 
ernment, while the Treasury bonds, which 
correspond to our Exchequer bonds, are re- 
deemable at periods of from 4 to 16 years. 
it must be noted that in Germany interest 
on the loans is not subject to taxation at 
the source. She put out her first loan in 
September, 1914, at 9712, offering stock and 
Treasury bonds, both carrying interest at 
five per cent., returning to the investor £5 
2s 7d and £5 11s 4d, respectively. The total 
subscription was 224 millions sterling. Six 
months later she put out her second loan, 
again offering stock and Treasury bonds at 
an issue price of 9814 and interest at five 
per cent., returning to the investor £5 1s 6d 
and £5 5s 6d, respectively. The total sub- 
scriptions was 455 millions. In her third, 
in September, 1915, she changed her policy 
to a certain extent, and offered to the pub- 
lic stock only at an issue price of 99 and 
interest at five per cent., returning to the 
investor £5 1s per cent.; 608 millions sterling 
were contributed. In her fourth loan in 
March, 1916, stock was offered at 9814 car- 
rying interest at five per cent., and bonds 
carrying interest at four and one-half per 
cent. were issued at 95, returning to the 
investor £5 1s 6d and £5 1s, respectively. The 
total subscription was 538 millions. In 
September, 1916, she offered her fifch loan 
in the form of five per cent. stock at 98, and 
four and one-half per cent. Treasury bonds 
at 95, returning to the investor £5 2s and 
£5 Is, respectively. A total of 535 millions 
was received. In calculating these yields, 
we have not allowed for redemption in the 
case of the stock, as it is practically irre- 
deemable, and in the case of the bonds we 
have taken the average life. From the fig- 
ures quoted, it appears that the total sub- 
scriptions to the five German war loans 
amounted to £2,360,000,000, which together 
with her floating debt will raise the total of 
Germany’s war borrowings to over £3,000,- 
000,000. The number of subscribers to the 
loans appears to have beenas follows: ‘To 
the first loan, 1,177,235; to the second loan, 
2,691,060; to the third loan, 3,992,059; to the 
fourth loan, 5,279,645; to the fifth loan, 
3.809.976, 


HOW GERMANY RAISED MONEY 
How comes it that Germany has been able 
to raise so large a sum in long-term loans 
and at so uniform a rate and price of issue? 
Realizing that she was isolated from the 
rest of the world, and that the task of as- 
sist'ng to finance her weaker allies would 
devolve on her, Germany recognized that she 
wood need every ounce of her financial 


strength. She accordingly developed inten- 
sive propaganda methods to ensure as great 
a success as possible for her loans. The 
issue of each loan taught her fresh lessons 
from which she hoped to profit in her sub- 
sequent issues, and, for some time previous 
to the issue of the last loan, we saw her 
putting into practice the measures and de- 
vices which past experience had suggested 
to her. Now let us see what those meas- 
ures and devices were: 


(1) The subscription period has been ex- 
tended from eighteen days in the case of 
the fourth loan to thirty-one days in the 
case of the fifth. 

(2) The periods during which payments 
may be made have been considerably ex- 
tended, and in the case of the last loan the 
final payment is not due until February 
next. In this way time is allowed for the 
Government disbursements to be used again 
in payment of succeeding instalments. 

(3) Ample notice is given of the Govern- 
ment intention to issue the loan. For ex- 
ample, it was announced at the beginning 
of June that the fifth loan would be issuea 
at the end of September. 

(4) Special facilities are given to small 
subscribers. 

(5) Subscription offices were opened all 
over the country, in each, one of the 486 
branches of the Reichsbank, in all the banks 
of Germany and their branches, in the offices 
of all life insurance societies, and credit 
unions, as well as in all the post offices 
throughout the country. 

(6) State employees have been practically 
compelled to take up war loan, and in 
some cases advances out of their salaries 
have been made for this purpose. Savings 
banks, municipalities, corporations and _ pri- 
vate employers have been urged to assist 
their clients, officials, and employees to in- 
vest in war loan by making them advances. 
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Even the schoolchildren have been 
aged to contribute their mite. 

(7) The Government has limited transac- 
tions on the Bourse, and has called upon 
the bankers to aid in the prevention of in- 
vestment by the public in industrial securi- 
ties. The large joint stock bankers appear 
to have co-operated with the Government, 
and have refused to sell industrial shares to 
the public on credit. They have limited their 
share business to the disposal of war loan 
and Treasury bills, and in this way the dis- 
bursements of the Government, instead of 
flowing into industrial channels, have re- 
turned to the Imperial Treasury. The banks 
appear to have been able to dispose of their 
holdings in war loan without loss, because 
the stock was not allowed to fall to a dis- 
count. 

(8) The Reichsbank offered preferential 
rates of discount on Treasury bills, provided 
the purchaser of the bill undertook to de- 
vote the proceeds to the loan when it came 
out and deposited the bill with the Reichs- 
bank for safe custody. Special bills bear- 
ing preferential rates were issued to mature 
on September 30, when payment for the loan 
might be made. 

(9) The banks, presumably under ar- 
rangement with the Government, raised their 
deposit rates, provided the deposits were 
earmarked for the loan. 

In both these latter cases the effect would 
be to gather up all available funds for the 
loan, thus preventing their absorption or 
employment in other ways. 

(10) The large joint stock banks offered 
to redeem foreign bonds (mostly South 
American) before their due date, provided 
the proceeds were used for the loan. 

The banks also offered to exchange war 
loan for such foreign bonds or for the de- 
bentures of Industrial companies. 

(11) Municipalities offered either to re- 
deem their own imports partly by di- 
rect payment in dollars out of debentures 
and thus provide means for investment in 
war loan or to directly exchange war loan 
for their debentures. 

" (12) The loan banks lowered their rate of 
interest to only a fraction above the Reichs- 
bank rate, thus affording facilities to those 
who wishes to pledge securities to provide 
the means for investment in war loan. 

(13) The savings banks, the deposits of 
which have very greatly increased, waived 
the necessity to give notice of withdrawal. 

In these circumstances, it is not surpris- 
ing that the number of subscribers has risen 
from 1,177,235 in the case of the first war 
loan to a maximum of 5,279,645 in the case 
of the fourth loan. 


encour- 


AMERICA’S ADVANTAGEOUS POSITION 


We now come to America. One of her 
financiers has said: “America since the 
commencement of the war has made the 
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progress of a generation.” Everyone knows 
that the Allies, being unprepared for war, 
have had to turn to neutral countries and to 
the British Colonies for what has been neces- 
sary to carry on the war, in addition to what 
they could supply themselves. The country 
possessing the largest number of expert 
workpeople and the largest amount of avail- 
able raw material was the United States. 
Assuming that a large proportion of the 
manufactured articles, the raw materials, 
and the foodstuffs necessary for the Allies 
could be procured from the States, the ques- 
tion of finance then arose. When the war 
commenced in August, 1914, America was 
not in a very prosperous condition. In the 
past she had been subject to crises and 
even to suspension of cash payments, and 
was just about to establish her central bank- 
ing system, which she hoped would save her 
from crises in the future. Having this posi- 
tion before them, knowing that they would 
have to increase their loans to their own 
customers (which loans as I have already 
shown would create liabilities) and seeing 
that, with a war of such magnitude the de- 
mands for productions might become alto- 
gether overwhelming, the American bankers 
realized that special means would be required 
to meet this difficult position. The necessities 
of the situation showed that the only power 
which could solve this difficult problem was 
gold, and that very little could be effected 
without it. During the latter half of 1914 
the inflow of gold into America was at the 
usual rate of about 11 millions sterling per 
annum, and the ordinary flow would seem to 
have continued up to about February, 1915, 
but after that month the flow became very 
large, and during the six months ending 
June 30th, 1915, 29 miltions went into Amer- 
ica. The flow became greater in the second 
half of the year, and from June to Decem- 
ber it was 61 millions, making 90 millions 
for the year. For the first six months of 
1916, 37 millions were imported, and from 
June to the end of December about 99 mil- 
lions more flowed into America, making 136 
millions for the 12 months of 1916, and about 
232 millions sterling since the beginning of 
the war. Of this amount about 212 millions 
represented the amount of gold contributed 
by the Allies to form a base for loans. Early 
in the war the opinion prevailed in America 
that sufficient gold could not be imported for 
the purpose of forming a base for a loan 
superstructure, but this opinion has now 
not only been modified, but in certain quar- 
ters the opinion prevailing is that too much 
gold has already been sent to America. This 
I believe to be an entirely erroneous opinion. 
But, having obtained the base for lending, 
let us now see how this base has been used. 
The total foreign loans of all kinds granted 
by America since the war began amounted 
on December Ist, 1916, to about 460 millions 
sterling, of which about 423 millions have 
been borrowed by England and her Allies. 
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Out of this amount 177 millions have been 
borrowed by the United Kingdom, 145 by 
France, 62 by Canada, 34 by Russia, and 
5 miuions sterling by Italy. Of the balance 
of about 37 millions, 24 millions have been 
lent to South America and 13 millions to 
other countries. Of these total borrowings 
of 460 millions, 30 millions have been paid 
off, and the loans outstanding on December 
Ist, 1916, amounted to about 430 millions 
sterling. In America, as in England and 
elsewhere, domestic and foreign loans are 
made through the banking institutions, but 
the American banking system is different 
from others, inasmuch as in order to check 
undue expansion or speculation, it is gripped 
by the law, and certain rigid reserve require- 
ments are prescribed. As we have stated 
before, the national banks in the three cen- 
tral reserve cities of New York, Chicago and 
St. Louis must never allow their reserves to 
fall below 18 per cent. of their demand lia- 
bilities. Before the establishment of the 
Federal Reserve System in 1914, 25 per cent. 
was required to be so held. In the 51 re- 
serve cities the reserves of national banks 
must not fall below 15 per cent. against 25 
per cent. previously, and the national banks 
in all other parts of the country, called coun- 
try banks, must maintain reserves of 12 per 
cent. against 15 per cent. previously. The 
additional loaning power due to the large 
imports of gold from the Allies, taken on an 
average ratio of 15 per cent., would be over 
1,400 millions sterling, and even on the old 
ratios of 25 per cent., 25 per cent. and 15 
per cent., ie, an average of 22 per cent., 
the loaning power would be nearly 1,000 
millions sterling. The Allies have, therefore, 
not only found gold for providing the base 
for loans to themselves, but, in addition, have 
given the American banks the power to in- 
crease their domestic loans,.as well as to 
make loans to other countries, which loans 
have hitherto been made by London. 


THE FEDERAL RESERVE BANKING SYSTEM 


Now let us for a moment consider the 
position of the new Federal Reserve Banking 
System, which was formed, we understand, 
for the purpose of providing additional 
credit when it was actually needed. Under 
this system the 12 Federal Reserve Banks 
issue Government notes called Federal Re- 
serve notes. These notes are a first charge 
on the assets of the Federal Reserve Banks, 
and the law compels the banks to maintain 
a reserve of 40 per cent. in gold against the 
holes which it puts in circulation, and 35 


per cent. in gold or lawful money against 
their deposit liabilities. As far as we un- 
derstand the working of the system from 
this side of the water, it appears that the 
Fedral Reserve Board at Washington is 
reprcsented in each of the 12 Federal Re- 


St 


Banks by an agent, who is also chair- 
f each bank and occupies a separate 


room on the premises of the bank. ‘The 
chief function of this official is to issue notes 
to the Federal Reserve Bank of his district. 
He receives notes from Washington and 
issues them to his Federal Reserve Bank in 
exchange for an equivalent amount of bills 
of exchange. The bank, according to the 
law, can only obtain notes by depositing bills 
of exchange with the agent, but after the 
notes have been issued the bank may go to 
the agent again and get back the bills of 
exchange, depositing therefor an equivalent 
amount of gold. This would mean in reality 
that instead of holding 40 per cent. of gold 
against the notes in circulation, 100 per cent. 
of gold would be so held, thus locking up 
60 per cent. of gold. The combined balance- 
sheet and statements of the 12 Federal Re- 
serve Banks and agents on December Ist, 
1916, showed notes in circulation of 49 mil- 
lions and deposits of 128 millions, requiring 
for the notes a reserve of 19 millions in gold 
and for the deposits a reserve of 45 millions 
in gold or lawful money, making together 64 
millions. But the gold really held was 140 
millions, showing 76 millions of gold locked 
up. The gold imported into America by the 
Allies is about 212 millions out of a total 
of 232 millions, but for a superstructure of 
credit created by total loans of 460 millions, 
the amount of gold required for reserve is 
69 millions only. Therefore, there have been 
143 millions of the Allies’ gold used for some 
other purpose, of which it would appear that 
about 76 millions have been locked up under 
the Federal Reserve System. The fact that 
the Reserve Banks are fiscal agents of the. 
United States Government and depositories. 
for Government funds operates occasionally 
to the disadvantage of the other banking 
institutions, just as a similar condition in the 
case of the Bank of England operates at 
times to the disadvantage of the joint stock 
banks of this country. Beginning in Janu- 
ary and ending in April, there is always a 
large transfer of resources from the joint 
stock banks here to the Bank of England in 
respect to the income tax, and the same 
thing appears to have taken place last sum- 
mer in the case of the American banks. 
From the 23d of June to the 7th of July the 
Government deposits with the 12 Federal 
Reserve Banks increased from £12,900,000 to 
£22,900,000, which deposits were transferred 
from the other banks, reducing the surplus 
reserves of the New York Clearing House 
banks to about 12 millions. This caused the 
rate for call money in New York to go up 
to 6 per cent., but by July 22d the loans of 
the banks had fallen by 24 millions, re- 
establishing their surplus at 22 millions and 
reducing the rate to 214 per cent. Believ- 
ing, I suppose, that the call rate would con- 
tinue at or about 6 per cent., the Bank of 
England, to protect its gold, raised its rate 
on July 13th to 6 per cent., and this rate 
was maintained until last week. The rate 
being so much higher here than in America 
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caused a large influx of American money. 
The clearing-house banks in New York are, 
of course, by law compelled to continually 
hold 18 per cent. of their liabilities as a 
reserve and, therefore, their real banking 
resources consist of the surplus beyond that 
figure. On November 4th their surplus bank- 
ing resources were £24,820,000. By Decem- 
ber Ist they had fallen to £8,200,000, which 
caused a rise in the rate for money in New 
York to 15 per cent. ‘This, of course, re- 
sulted in the calling in of loans and a re- 
transfer of the American money from Lon- 
don to the other side. It seems very re- 
markable after the import of such a large 
amount of gold—the imports at this time 
amounting to about 200 millions—that such 
a stringency should have occurred. One 
would think that the Reserve Bank would 
have justified its raison d'etre by coming 
forward to relieve the position, but this was 
not the case, and the rate was actually 
brought down again by 20 millions of gold 
being placed in the market from Canada. 
On the contrary, it is said that “the Federal 
Reserve Bank of New York was actually the 
instrument through which the clearing-house 
institutions were drained of their supplies 
of money. Day after day since the early 
part of November the Federal Reserve Bank 
has been a creditor at the clearing-house for 
enormous amounts, and these balances, of 
course, had to be settled for by the paying 
over of correspondingly large amounts of 
money. As indicating the magnitude of 
these amounts we may note that by Friday 
(December Ist) the net credit balances in 
favor of the Reserve Bank of New York 
reached the huge sum of £17,730,000;” “the 
Federal Reserve Bank of New York drew 
enormous amounts out of the clearing-house 
institutions and could not retain the money, 
but had to transfer it to other points;” 
And further that “in some inexplicable 
way huge supplies of money pass away from 
the clearing-house banks into the Reserve 
Bank, and then disappear never to return.” 
MAINTENANCE OF THE AMERICAN FXCHANGE 
It was at this iuncture that the Federal 
Reserve Board took upon themselves to ad- 
vise the banks of the country not to make 
any further foreign loans, either long or 
short. The construction to be put upon this 
was that, in order to keep up the exchanges, 
which of course was as necessary for Amer- 
ica as for the Allies, more gold must con- 
tinue to be imported, and, I suppose, con- 
tinue to be locked up by the Reserve Banks. 
It must be admitted that in 1915, when the 
exchanges fell down to 4.50, it seemed almost 
incredible that the Allies working together 
would be able to keep the London-New York 
exchange at 4.7650 or thereabouts, but it is 
to their credit that they achieved what at 
that time appeared to be impossible. It has 
been done by the Allies pooling their gold, 
and we estimate that between July Ist, 1914, 
and December 3lst, 1916, they have con- 
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tributed no less than 212 millions of gold 
out of total gold imports into America 
amounting to about 232 millions sterling. 
After the Allies had so handsomely contrib- 
uted to the gold reserves of the United 
States, thus facilitating the exportation of 
American commodities to the extent of 1,913 
millions sterling between July, 1914, and No 
vember 30th, 1916, it seems difficult to under- 
stand why the Federal Reserve Board should 
have endeavored to place difficulties in the 
way of American bankers creating further 
loans, and particularly when they could have 
had collateral security for any new loans. 
To students of the exchanges it is interesting 
to examine the American trade figures more 
closely and to endeavor to group together 
the sellers of exchange and the buyers of 
exchange. We must remember that in ordi- 
nary times the exchanges can only be main- 
tained when the imports and exports, both 
visible and invisible, are fairly evenly bal- 
anced, but in these extraordinary times a 
different state of things has arisen and dif- 
ferent measures have been adopted. All ex- 
porters from America, in the ordinary course, 
would be sellers of exchange. 


From July 1, 1914 to November, 
80, 1916— : 
Exports of American onmenes. 


ties amounted to .......... £1,913,000,000 
60,000,000 


Exports of gold amounted to. 
27,000,000 


Exports of silver amounted to. 


Making total exports of...... £2,000,000,000 


If, therefore, the exporters of these com- 
modities were sellers of exchange, how has 
the exchange been dealt with, and how have 
these exports been paid for? These exports 
have been paid for partly by the purchase 
of exchange by the proceeds of gold im- 
ported, securities sold, and loans negotiated 
in America. 

During this period— 

Imports of commodities amounted 


GD ccccccssecsevscensscecese 
Imports of silver amounted to.... 


£955,000,000 
15,000,000 


Making total imports of...... £970,000,000 
These importers would be buyers 
of exchange. 
Imports of gold have amounted to 
200 millions, the proceeds of 
which have been used either in 
purchasing exchange or in direct 
payment of exports, thus pre- 
venting the demand for exchange 200,000,000 
It is estimated that America has 
bought back her own securities to 
the extent of 400 millions, there- 
by creating purchasers of ex- 
change to that amount......... 
The loans contracted in America 
during this period and outstand- 
ing on November 30th, 1916, may 
be taken at about 430 millions. 
and the proceeds would be used 
in purchasing exchange or in 
direct payment of goods to be 
exported. as in the case of the ; 
securities and the gold......... 430,000,000 


£2,000,000,000 


It will thus be seen, leaving out of ac- 
count the invisible, which are estimated to 


400,000,000 
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balance, how the exchanges have been main- 
tained. Under the Federal Reserve Act the 
lederal Reserve Banks are empowered to 
appoint agents abroad. We are told that 
the Federal Reserve Bank of New York has 
already made arrangements with the Bank 
of England to act as its agent here, and is 
at the present time negotiating with the 
Bank of France to act as agent in Paris and 
with the Reichsbank to act as agent in Ber- 
lin. We hope these new arrangements with 
which may have arisen in the past, and that 
the Banks of England and France may be 
the means of clearing up any difficulties 
the Allies, after the great exertions they have 
put forth to increase the reserves of gold in 
America, will be enabled to take advantage 
of the increased loan superstructure. This, 
we trust, will be mutually beneficial in con- 
tinuing to support the American exchange. 


OUR OWN BANKING SYSTEM 


Let us now turn our attention to the bank- 
ing system of this country, and then to our 
own bank. If we can continue to keep the 
banks of this country liquid as they are at 
the present time, they will succeed in the 
future not only in re-establishing our home 
industries, but we hope also in protecting 
and developing our foreign trade to a greater 
extent than hitherto. There is no doubt that, 
while the re-establishment of our industries 
is taking place, there will be large demands 
for credit and, in seeking to extend our 
foreign trade, we shall have to assist our 
customers to give longer credit abroad. At 
the same time, I want you to remember that 
we have only a small banking area from 
which to gather deposits. The population of 
England, Scotland and Ireland is only 
«bout 46 millions, and it is from these people, 
as well as from others in different parts of 
the world, on account of London being the 
financial center, that our deposits are drawn. 
The total deposits of the banks of this coun- 


try, excluding the Bank of England, were 
as follows: 
December, 1913, about £1,070,000,000 
™ 1914 e 1,170,000,000 
a 1915 ye 1.270.000,000 
” 1915 = 1,450,000,000 
We must, however, remember that since 
the beginning of the war there has been, as 
we have already stated, a considerable 
amount of credit created which may be con- 
tracted when the war is over, and there may, 
therefore, not be the same amount of re- 
sources available as at the present moment. 
This makes it all the more necessary that we 
should not lock up our resources, but that we 
should keep them as liquid as possible. Hav- 
ing given you the total available resources 
of the banks of this country, let us now see 
how they are employed. In order to finance 
our exports and imports, banks and private 
firms lend their names and credit by giving 
acceptances. These engagements to accept 
when completed by acceptance, constitute 
many of the bills discounted by the banks, 
but we are prevented from examining the 
position more in detail because the state- 
ments of some banks do not show separately 
their bills discounted and their advances. If, 
however, we take the bills and advances to- 
gether, the aggregate, amounting to between 
600,000,000 and 700,000,000 sterling, repre- 
sents that proportion of the deposits neces- 
sary to carry on our manufacturing and 
merchanting businesses. Even then we do 
not get a true statement, because there are 
in London a number of foreign banks who 
do not publish a separate balance sheet of 
that portion of their business conducted in 
this country, as, for example, the London 
branches of the five German and Austrian 
banks, whose liabilities were: 


IN SO 56.0 000s 69.40% 560 00% £8,819,928 
eee 6,132,026 
Disconto Gesellschaft ............ 6,012,175 
Oesterreichische Laenderbank....... 3,838,008 
Anglo-Austrian Bank ............. 3,678,870 


£28,481,007 
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I make no observations on the propriety 
or impropriety of German and Austrian 
banks having branches here in the future, 
but in the interests of London, as the finan- 
cial centre of the world, I do not think it 
would be wise to prevent foreign banks from 
opening branches here, provided those 
branches conform to our customs and pub- 
lish balance sheets showing their English 
position, thus coming into line with the Eng- 
lish banks. Concessions should be made to 
English banks seeking to establish themselves 
in foreign countries similar to those made to 
foreign banks establishing themselves in this 
country, and our Government ought to pro- 
vide for this, because, unless the English 
bankers are able to open branches in for- 
eign countries as the necessity arises, they 
will not be in a position to afford the same 
facilities for the extension of our foreign 
trade as they would otherwise be able to do. 
France, America, Spain and Italy are among 
the countries which ought to grant these 
reciprocal facilities to us. Before the war 
the banks invested in securities about 200,- 
000,000 of their resources, but during the 
war they have absorbed in war loans about 
300,000,000 sterling. Having realized some 
portion of the securities, they have at the 
present time in investments from 400,000,000 
to 450,000,000. The amount of the resources 
thus remaining would be about 350,000,000, 
and this is absolutely necessary to protect 
the deposits of the banks. 


THE METRIC SYSTEM 


I should like here to bring before you 
what I consider to be a most important ques- 
tion, and that is the adoption by this country 
of the metric system of weights and meas- 
ures, together with a decimal monetary sys- 
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tem. Both these systems are at the present 
time in use in most countries, and there is 
no doubt that one of the greatest hindrances 
to the extension of our foreign trade is the 
fact that we do not present our catalogues 
in foreign countries so advantageously as 
other countries. For example, Germany, be- 
fore the war, had over-run Italy with her 
travellers. These travellers presented their 
catalogues to the Italian buyers in the Italian 
language, and they quoted their weights, 
measures, and prices in the metric and deci- 
mal systems, which systems the Italians 
themselves use. On the other hand, English 
travellers present their catalogues in Eng- 
lish, with the measurements in yards, feet 
and inches, tons, ewts. and pounds, and the 
prices in pounds, shillings and pence. 
Italian buyers do not understand the Eng- 
lish system as they understand the metric 
and decimal systems. 

It appears to me that if we are seeking 
(as we are) to extend our trade to those 
countries where German influence has hith- 
erto predominated, we must at once begin 
to adopt the systems which are most easily 
comprehended by purchasers. The metric 
and decimal systems have been adopted by 
all European countries except Russia, and 
in that country these systems were before 
the war fast coming to the front. These 
systems are also used in South America and 
in Japan. In fact. there are few countries 
which do not use them at the present time. 
It must, therefore, be apparent to everyone 
that if we have to conduct our trade using 
English weights and measures and currency, 
while other countries can trade with each 
other under the metric and decimal systems, 
we shall obviously be placed at a great dis- 
advantage, and, in my opinion, this question 
ought to be taken up and pushed forward 
without any delay. 


‘New York Agency of the Bank of British West 
Africa, Ltd. 


EST AFRICA is the producer of 
many products for which there 
is an increasing demand in American 
industries, but the absence of all means 
of transacting business with the mer- 
chants and producers of this section 
has thus far not only hindered our im- 
portation of these commodities, but has 
operated to interfere with the sale of 
many American manufacturers of which 
the people of West Africa would gladly 
be purchasers. 


Mr. R. R. 
charge of the recently opened agency 
of the bank, located at 6 Wall 
Street, represented the Bank of Brit 
ish West Africa in West Africa fer 
a period of eight years, six years of 


Appleby, who is in 


which were spent in Liberia, where his 
bank acted as bankers to the Republic 
of Liberia. He is thoroughly familiar 
with the production and requirements of 
the country throughout, and is in a posi- 
tion to advise merchants in the United 
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States seeking a market for their good; 
in West Africa as to the best sections of 
the country in which to establish agen- 
cies. His long residence and close ob- 
servation of all prevailing conditions, 
both on the coast and in the interior of 
the country, has placed him in a posi- 
tion to afford counsel of great value to 
those seeking to establish trade relations 
with West Africa. 

The Bank of British West Africa, 
Ltd., has its head offices at 17 and 18 
Leadenhall street, London, in the finan- 
cial center of the British metropolis. 
The New York office will transact a 
regular foreign banking business in all 
its branches, issuing letters of credit, 
receiving deposits, paying and collect- 
ing salaries, making remittances by 
draft or cable, and negotiating or col- 
lecting bills payable in England West 
Africa, the Canary Islands and Morocco, 


as well as transacting for patrons all 
the usual financial affairs, such as mak- 
ing of payments and disbursements, tak- 
ing charge of the financial end of the 
execution of contracts the purchase and 
sale of stocks and securities, payment of 
interest and dividends, and all other 
business that may accompany the devel- 


opment of foreign trade relations. 
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R.R. Appleby at His Desk as Manager of the New York Agency of the Bank of British West Africa, Ltd., 
6 Wall Street, New York 





The company, which has an authorized 
capital of $10,000,000, of which $5,- 
000,000 is subscribed and $2,000,000 
called up, has a reserve of $750,000, 
offices in Liverpool at West Africa 
House, 25 Water street, and in Man- 
chester at 106 to 108 Portland street, 
has established branches at various 
points in Morocco, the Canary Islands, 
Gambia, Sierra Leone, Liberia, French 
Ivory Coast, Gold Coast, and Ashanti, 
Togoland and Nigeria, besides agencies 
at numerous other locations in West 
and Northwest Africa. 

The management of the company is 
in the hands of gentlemen eminent in 
financial and foreign trade circles. Of 
the board of directors, the Earl of Sel- 
borne, formerly Under-Secretary for 
the Colonies, First Lord of the Admir- 
alty and High Commissioner in South 
Africa, is chairman, other members be- 
ing Clifford B. Edgar, Esq., D.L., J.P., 
D. G. Henriques, Esq., George Miller, 
Esq., W. F. Moore, Esq., Geo. W. Ne- 
ville, Esq., Sir Owen Philips, K.C.M.G., 
Mazzani Stuart, Esq., J.P., and O. Har- 
rison Williams, Esq., the chief manager 
being Mr. Leslie Couper. The com- 
pany’s financial affiliations are . the 
Bank of England, London Joint Stock 
Bank, Ltd., and Parr’s Bank, Ltd. 











The Trade Acceptance vs. the Open 
Account 





| From a Circular of the National Association of Credit Men. | 





OT until the trade acceptance 

comes into common use are we to 

reap full benefits of the Federal Re- 
serve System. 

The interests of the buying house 
and the selling house are mutual. What 
affects the one affects the other, and 
they should work together for their mu- 
tual advantage and protection. Many 
economies have been introduced into 
our business affairs, aiding alike the 
buyer and seller. Where promising 
better returns and protection, newer 
and more progressive ideas have super- 
seded the older customs. 

Lacking the proper incentive to 
change we have held to the open ac- 
count system in the sale and delivery 
of merchandise; yet that system has 
proved expensive because inherent in it 
are certain evils that have taxed the 
best standards of business and made 
the processes of distribution, from pur- 
chaser to final consumer, unnecessarily 
expensive. 

The Federal Reserve Act in effect 
discourages the use of the open account 
system. Commercial paper, arising in 
actual merchandise transactions, under 
the provisions of the Act, is recognized 
as a national asset, and the acknowl- 
edgment by a buyer of the purchase 
and receipt of merchandise in the form 
of an acceptance, known as a “trade 
acceptance,’ may be ,rediscounted or 
bought in the open market by Federal 
Reserve Banks, at a lower rate of in- 
terest than that fixed for the rediscount 
of single name paper, which may rest 
in part on the security of the open ac- 
counts of the maker. 

The trade acceptance converts the 
sale and delivery of merchandise into a 
liquid credit, promptly and economic- 
ally available for the financial needs of 
the seller. Its advantages should give 
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the trade acceptance immediate adop- 
tion, causing it rapidly to replace the 
open account. 


Its chief advantages to the seller are: 


1. A closer relationship with buyers. 

2. Better financing abilities through 
possession of an available. liquid credit. 

3. A smaller operating cost—there- 
fore ability to sell at lower prices. 

4. A reduction in bad debt losses. 

5. Relief from unfairly taken dis- 
counts. 


Equally important are its advan- 
tages to the buyer, which are chiefly: 

1. A stronger sense of responsibility 
toward obligations. 

2. A safeguard against overbuying, 
without decreasing the buying powers. 

3. Ability to buy at lower prices and 
thus be better prepared to compete and 
succeed. 

4. More system in financial arrange- 
ments. 

5. A broader place in the business 
world. 


Truly with such advantages no buy- 
er should feel critical or unfavorably 
disposed when asked to give an accept- 
ance, nor should he consider the request 
a reflection upon his financial and 
credit abilities. He must see that it 
means a working out of a progressive 
idea that promises good returns, and 
make the response, “Certainly, count 
upon me to help in bringing about an 
other forward step in our commercial 
affairs.” 

The trade acceptance must come into 
regular use, and not until the trade 
acceptance comes into common use are 
we to reap full benefits of the Federal 
Reserve System. 
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Banking and Financial Industry 


SPECIAL 2 BANKERS SECTION 
MAGAZINE 








T is the aim of this department to make better 
known to each other the progressive banking 
and industrial institutions of the country. 

This Magazine believes that by industry and 
economy, and by co-operation between all inter- 
ests and sections of the country, the prosperity 
and happiness of the people of the United States 
may be advanced more rapidly, and to a greater 
extent, in the years lying immediately before us, 
than at any other time in the country’s history. 

How often the banker feels the desire and 
necessity for “getting out on the road” and mak- 
ing a grand tour of the banks of the country so 
as to get in touch with his contemporaries and 
broaden his outlook. Unfortunately, such an un- 
dertaking is generally impossible. 

This Department seeks to take the place of 
such a trip by presenting to its readers instruc- 
tive articles about banks and industrial institu- 
tions. 
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Main Banking Room. 


The Guardian Savings and Trust Company, Cleveland, Ohio 











The Guardian Savings and Trust 
Company in New Home 





HE Guardian Savings and Trust 
Company of Cleveland, Ohio, 
which opened for business twen- 

ty-two years ago with a capital of $500,- 
000. is now located in its new home on 
Euclid avenue, which is accredited with 
being one of the finest banking struc- 
tures in the United States. The gen- 
eral equipment, the artistic finish and 
the complete appointments throughout 


these quarters, are recognized as the last 
word in banking construction, all of 
which contribute to the service, conven- 
ience and comfort of the patrons and 
friends of this bank. 

The main entrance is from Euclid 
avenue through a vestibule into the main 
lobby. This room is rectangular in 
shape, 54 feet wide, 140 feet long and 
three stories high. It is classic Roman 
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Two Views of Euclid Avenue Front. The Guardian Savings and Trust Company, Cleveland, Ohio 
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in design with twenty-two large sup- 
porting columns contributing an air of 
strength and dignity. The columns and 
walls are composed of Etowah or 
Georgia pink marble, radiating a 
warmth of color that is very pleasing to 
the eye. 

There are forty tellers’ windows, 
twenty on each side. In each cage the 
teller is equipped with personal safes 
that move on wheels, and with individ- 
ual coin lifts that transfer these to the 
vault below. The grills and banking 
screens are of solid bronze, and the 
lighting is of the semi-indirect type, 
supplied by three large chandeliers. 

Broad and expansive as is the grand 
hall, its stretch is broken by four marble 
check desks of classic design. They are 
solid, yet graceful. Their tops are 
protected by heavy beveled glass, be- 
neath which the checks are placed ; while 
the center of each is surmounted by a 
bronze feature which 
graceful group inkwell, pen tray, calen- 
dar, and automatic clock, regulated from 
the master clock, which predominates 
over the time system of the building. 

One of the features of the building 
is the modern system of ventilation. Be- 
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hind each rosette in the decorative de- 
sign of the ceiling are ducts that bring 
in fresh air and resupply the room con- 
tinuously. And if you look beneath the 
marble check desks and rub your finger 
beneath the narrow ledge that strips the 
bank screen just below the wicket line, 
you will find there, hidden away from 
all but the most persistent investigator, 
the counterducts which carry the foul 
air away and keep the atmosphere pure 
and healthful. 


THE MEZZANINE 


At one end of the main banking room 
is the grand staircase, fashioned in mar- 
ble and bronze, which leads up an im- 
posing flight to the mezzanine floors, on 
which are the trust and realty depart- 
ments. Here at the head of the stairs 
is the trust department lobby where the 
cages are located. To the left and right 
running along the mezzanine are located 
the trust department offices finished in 
walnut. 

On the second mezzanine floor we find 
the real estate department. This 
partment renders a very complete serv- 
ice to the clients of the bank. It offers 


de- 





Officers Quarters. 


The Guardian Savings and Trust Company, Cleveland, Ohio 








Detail from Trust Department 


prospective purchasers or sellers of real 
estate the service of its many salesmen, 
all of whom are specialists in the prop- 
erties which they represent. Its list- 
ings, which number into the thousands, 
include a wide range of prices and loca- 
tions of leaseholds, manufacturing 
plants, investment properties, houses, 
farms and vacant parcels. Advice re- 
garding investments is given and prop- 
erties are listed, inspected and adver- 
tised without charge. 


THE VAULTS 


The safe deposit vaults are located di- 
rectly beneath the main banking room 
and are accessible both by elevator and 
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The Guardian Savings and Trust Company, Cleveland, Ohio 


the main stairway. There are three sep- 
arate vaults for: safe deposit boxes, sil- 
ver and trunks, and cold storage furs. 

The vault for safe deposit boxes, with 
a capacity of 8,500 boxes, occupies the 
center of the space with convenient cou- 
pon rooms on each side. It rests on 
heavy I-beams, placed at regular inter- 
vals, on top of a solid concrete base six 
feet thick. By this construction, a se- 
ries of mirrors are utilized to bring the 
bottom of the vault to view at all times. 
This is a unique and ingeniously ar- 
ranged plan, providing an additional 
safeguard. 

The cold storage vault for furs is to 
the left of the main vault, with a ca- 





























pacity of 16,776 cubic feet. The con- 
struction is of re-enforced concrete, in- 
sulated with two heavy layers of cork. 
There are no pipes running through the 
vault and the system is operated by car- 
bon dioxide gas which obviates all 
fumes and odors. The silver and trunk 
Storage is located to the right of the 
main vault. . 

Not far from the vaults the printing 
department is located where necessary 
papers are prepared. Here, too, is a 
Spacious stock room, filled with every 
possible article that may be called for 
thr uughout the banking day. Another 
feature of this floor is the runway which 
extends the length of the bank to the 
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Vincent avenue entrance. It has been 
arranged especially for the reception of 
silver chests, so that they may be 
brought down by a special lift at the 
very door and carried to a place of 
safety without exposure and trouble. 
Directly above the Euclid avenue en- 
trance is located the president’s suite. 
This consists of two rooms. His pri- 
vate office, marked with full length win- 
dows that look down upon the busy 
traffic of Euclid avenue is done in wal- 
nut paneling. Off it is a consultation 
room and on the other side is the con:- 
mittee room, a feature of which is an 
illuminated map case set in the paneling 


of the woodwork. On the second floor 
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Safe Deposit Grille. 


are located the directors’ room and com- 
mittee rooms. The officers’ quarters are 
located on each side of the front of the 
main banking room where they are at all 
times easily accessible to the patrons of 
the bank. 

The savings department of the bank 
occupies the right-hand side of the main 
banking room. The checking or com- 
mercial section is located on the left side 
of the room. The plan of combining the 
duties of the paying and receiving teller 
has been adopted, each teller serving in 
both capacities The loan department is 
also at the left of the main banking- 
room. A feature of this department is 
the liberal poliey of construction loans 
which has enabled many Clevelanders 
to own their own homes, contributing 
thereby substantially to the growth of 
“the Sixth City.” 

rhe bond department of the bank 
sells securities purchased outright by the 
bank for its own account and for distri- 
bution. It is also prepared to arrange 


for the purchase and sale of securities 


handled in all outside markets. A well- 
equipped statistical department is main- 
ts'ned as a feature of the department. 


HISTORY OF THE COMPANY 


Guardian Savings and Trust 
‘ny opened for business on Decem- 





The Guardian Savings and Trust Company, Cleveland, Ohio 


ber 10, 1894, with a capital of $500,000. 
paid in at par. On October 1, 190+, the 
capital was increased to $1,000,000, at 
which time the surplus was increased to 
$850,000. On July 1, 1913, capital was 
increased to $2,000,000 and the surplus 
was also increased to $2,000,000. On 





Check Desk. The Guardian Savings and Trust 
Company, Cleveland, Ohio 
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January 2, 1917, capital, surplus and 
undivided profits were $4,377,000. 

The growth in deposits of this bank 
since its incorporation in 1894 has been 
most remarkable. From 124 thousands 
to 45 millions in deposits in a period 
of twenty-two years is a record to be 
proud of. The following figures tell the 
story: 


January rere $124,421 
ae SS see 3,170,020 
‘ i eee 10,345,560 
ie eS ce anaes 17,285,212 
= Re Ns a ahecwes 24,978,963 
si 0. eee 45,150,342 


The anniversary statement showing 
the condition of the bank at the close 
of business December 4, 1916, twenty- 
two years after its inception, is given 
below: 


RESOURCES 


Cash on hand and in banks... . $7,195,188.23 
United States, municipal and 

other bonds and stocks...... 14,042,481.75 
Loans secured by approved col- 

lateral and first mortgage on 


PEGE oe eee 20,984,406.53 
Other loans and discounts..... 2,703,463.77 
Vaults, furniture and fixtures 

re eee ee 250,000.00 
Real estate owned ............ 3,933.32 
Secured advances to trust es- 

RS Te ree eer 34,987.70 
ND 5p 0d Schnee 7,420.00 


$4.5,221,881.30 
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LIABILITIES 


SS eee $2,000,000.00 
i  , OLE 2,000,000.00 
Undivided profits ............ 334,646.32 
Reserve for taxes ............ 32,500.00 
Dividends unpaid ............ 215.25 
Reserve for January 1, 1917, 

SDD & x dG Seis d'n wien wwiaar 50,000.00 
IE ead on cit weds entiine sie £0,804,519,73 


345,22 1,881.30 


OFFICERS AND DIRECTORS 


The officers of the bank are as fol- 
lows: H. P. MeIntosh, president: J. A. 
House, H. C. Robinson, George F. Hart, 
J. A. Mathews and H. P. MeIntosh, Jr., 
vice-presidents ; W. R. Green, secretary ; 
W. D. Purdon, treasurer; A. G. Stucky, 
A. R. Fraser and L. B. Foote, assistant 
secretaries; L. E. Holmden, G. J. Provo 
and H. A. Carlton, assistant treasurers. 

The directors are as follows: Frank 
Billings, Charles C. Bolton, S. M. Bond, 
B. F. Bourne, Harvey H. Brown, H. 
W. Corning, H. G. Dalton, F. E. Drury, 
Harry R. Edwards, Charles Eisenman, 
John H. Farley, James H. Foster, 
Ralph L. Fuller, Lucien B. Hall, H. M. 
enna, Jr., L. ©. Haoma, Jz:, J. A. 
House, John A. Kling, H. P. McIntosh, 
H. P. McIntosh, Jr., Stephen L. Pierce, 
F. F. Prentiss, Wm. B. Sanders, John 
J. Stanley, Francis W. Treadway, Geo. 
Garretson Wade, J. H. Wade, Worcester 
R. Warner, C. L. F. Wieber. 


my 


What Uncle Sam Can Do Once He Gets His Fight Up 


ROM the peaceful Quaker City of 
Philadelphia comes this display of 
pugnacious spirit, as voiced by William 
A. Law, president of the First National 
Bank of that city, and published in the 
New York “Tribune”: 


No power on earth can estimate what 
one hundred million American citizens, 
with unparalleled resources and united 
action, could accomplish once they be- 
came fighting mad. This is the unknown 


quantity which has been overlooked by 
the apostles of pessimism in considering 
the “fearful things” that might happen 
in the United States if the country was 
forced into war. The lack of military 
preparedness would be largely offset by 
the strength of moral preparedness, 
which, at this juncture of empty-stom- 
ach fighting means much for the nation 
owning more gold to make war with 
or to force peace with—than any nation 
ever had before. 
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National Bank of Savannah 





\ the thirty-one years of its ex- 
istence the National Bank of Sa- 
vannah has paid satisfactory re- 
turns to its shareholders, created a sur- 
plus and undivided profits fund of 
urarly $700,000, reached a total foot- 
ing of five and one-half millions of dol- 
] for its balance-sheet, and built a 





modern ten-story bank and office build- 
ing. 

These are some of the achievements 
of the bank which can be measured. 
But its greatest achievement, and the 
one in which the bank takes the most 
pride, consists in the assistance given 
in advancing the solid business interests 
319 
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SAVANNAH: 


of the community. That these have been 
served with fidelity and skill the growth 
of the bank itself sufficiently shows. 
This successful record has been due 
to the fact that those identified with 
the bank as officers and directors are 
men familiar with Savannah’s business 
affairs and keenly interested in their de- 
velopment, and who have had both the 


GEORGIA: 


foresight and the judgment essential to 
a wise employment of banking funds 
so as to afford the widest possible serv- 
ice consistent with safety. 


THE MANAGEMENT 


From its organization until March 24, 
1911, the National Bank was under 
the executive direction of Hon. Herman 
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Dennison & Hirons, Architects 


View of Banking Room, showing Mezzanine Floor, National Bank of Savannah 
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Main Banking Room, National Bank of Savannah 
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Myers, who was five times chosen 
mayor of Savannah. His management 
of the bank was able and successful, re- 
sulting in a constant growth of business. 
On the date named above, Mr. Myers 
died, and was succeeded by his brother, 
Sigo Myers, at that time vice-president. 

In 1914 Jacob S. Collins, president 
of the Real Estate Bank and Trust 
Company, and his associates, secured a 
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sponsibilities of the head of the bank 
and in the reorganization he gave up 
the presidency and was chosen chair- 
man of the board. 

Grover C. Paulsen, the active vice- 
president, was the efficient cashier of 
the Real Estate Bank and Trust Com- 
pany prior to its merger with the Na- 
tional Bank. 

R. R. Withington, the cashier, began 





Hirons, Architects 


Dennison & 


Officers Quarters, National Bank of Savannah 


interest in the National 
Bank of Savannah, and shortly after- 
wards the two institutions consolidated. 

Mr. Collins had long been a leader 
in the business and financial affairs of 
the city when he organized the Real 
Estate Bank and Trust Company, 
which, under his management, soon de- 
veloped into a very successful institu- 
tion. He brought, therefore, to the di- 
rection of the National Bank of Sa- 


controlling 


vannah the experience and prestige of 
previous successful banking experience. 

Colonel Sigo Myers, who was for 
many years president of the bank, de- 
sired to be relieved of some of the re- 





as a boy his business life with the Na- 
tional Bank of Savannah. His _prac- 
tical knowledge of the details of bank- 
ing is reflected in the thorough system 
of records and accounting which he in- 
stalled in the bank. 


The inactive vice-presidents and 
other directors are each a directing 


force in his special line of business. 

The assistant cashiers are men of 
tested banking experience. 

A list of the officers in detail follows: 
Jacob S. Collins, president ; Sigo Myers, 
chairman of the board; Wm. W. Wil- 
liamson, Robert M. Hicks, John E. Foy 
and Grover C. Paulsen, vice-presidents ; 
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Board Room, National Bank of Savannah 


Rk. R. Withington, cashier ; Geo. H. Die- 
ter and Wm. F. Lynes, assistant cash- 


iers. 
IMPROVED BUILDING 


The National Bank of Savannah be- 
gan business in a small building on 
Bryan street on November 10, 1885. In 
a few years it outgrew the facilities of 
its old home and the present handsome 
ten-story building was erected. Further 
growth of business emphasized the de- 
sirability of additional improvements, 
and among the first things to engage 
the attention of Mr. Jacob S. Collins, 
president of the National Bank of Sa- 
vannah and his associates when they ac- 
quired control of the bank in 1914, was 
the reconstruction of the banking room, 
which, although at that time one of the 
handsomest in the city, was found to 
afford inadequate space for the proper 
transaction of the increasing business 
of the bank. 

(he banking room was the ground 
floor of the ten-story building erected 
by the bank. In order to make the 
basement available for stores, the bank- 


5 


ing room had been elevated several feet 
above the street, and was surrounded 
by an arcade to provide entrance to 
these stores. 

The general purpose of the new man- 
agement was to lower the floor of the 
banking room to the level of the street 
and to provide additional room and 
light. 

After having carefully studied the 
situation, it was found that by lowering 
the old banking room to the street level 
and throwing the space devoted to the 
old arcade into the banking room, and 
by removing the vaults, originally on 
the first floor, to the basement, that the 
space devoted to the bank’s business 
could be more than doubled. It was 
no simple matter to make so radical a 
change, which required the alteration of 
the steel construction of a_ ten-story 
building, but after conferring with 
Dennison & Hirons, New York, archi- 
tects who specialize in the plan- 
ning of bank buildings, a _ solution 
was found which not only gave to the 
bank the desired area for properly con- 
ducting its business, but one which 





a 


tg 





Dennison & Hirons, Architects 


View of Vault, National Bank of Savannah 


would permit of a practical and artistic 
solution, giving to the bank quarters 
second to none in the south. 

It is rare indeed that an old build- 
ing can be altered and its arrangement 
made as satisfactory as a new one, but 
there is no question that this has proved 
the case with the new banking quarters 
of the National Bank of Savannah. The 
forty or fifty employees of this bank 
are comfortably conducting the business 
of the bank in the various departments, 
carefully and conveniently arranged for 
them. But there is even greater inter- 
est to the casual observer than the in- 
tricate arrangements of the banking 
room, which, beyond his own conven- 
ience, he does not appreciate—and that 
is the beautiful architectural effect 
which has been obtained by the archi- 
tects. 

By lowering the floor of the banking 
room, a ceiling height of over twenty 
feet was obtained, which thus permitted 
the arrangement of a mezzanine gallery, 
in which the bookkeepers of the bank 
conduct their work. The carefully ar- 
ranged system of dictagraphs brings not 
only this department of the bank in 
close touch with the tellers, but also 
with the officers, and they in turn with 
every other individual employed in con- 
ducting the bank’s business. The old 
security vaults, of which there were two 
in the banking room, were lowered to 
the basement, and turned into book 
vaults, and a new security vault of more 
spacious dimensions, to house both the 
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funds of the bank and its growing safe 
deposit business, was also placed in the 
basement. Giving access to this is a 
beautiful and spacious marble staircase. 
Leading from the left of the public lob- 
by on the first floor and conveniently 
located to this safe deposit department, 
is to be found a ladies’ room and sevy- 
eral safe deposit booths. 

There is also placed in the basement 
a large clerks’ locker room with kitch- 
enette adjoining. Connecting with this 
is the clerks’ wash room. The directors’ 
room is also in the basement. For the 
proper handling of the bank’s books and 
securities, an electric lift runs from the 
basement to the mezzanine gallery. 
The perfect system of forced ventila- 
tion leaves nothing to be desired in the 
quantity of fresh and warm air which 
is supplied to all of these departments 
in the basement. 

The materials employed in securing 
the beautiful effect of the banking room 
are marble, silver and mahogany. The 
floor of the public space which carries 
through the center of the room is pink 
Tennessee marble, and the base of the 
banking screens on either side of the 
public space is Italian Botticino marble. 
The metal work of the banking screen 
is german silver which, with the soft 
Caen stone treatment of the walls, gives 
to the room a refinement and dignity in 
harmony with the purpose for which it 
is intended. The furniture throughout 
is a soft brown mahogany which har- 
monizes with the soft tones of the rugs 
and other details of equipment. 
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Ladies’ Room, National Bank of Savannah 
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A POLICY OF STRENGTH 


It has been stated already that the 
National Bank of Savannah had accu- 
mulated a surplus and undivided profits 
fund of about $700,000, thus reinfore- 
ing the strength afforded by the capital 
of $400,000. In building up this fund 
to this extent the managers of the bank 
have shown their recognition of the wis- 
dom of a strong policy, and from this 
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no departure has been made. Its suc- 
cess has been proven by the story of 
progress already recorded. 

Closely allied with the National 
Bank of Savannah is the Oglethorpe 
Savings and Trust Company, of which 
Mr. Collins is also president. The two 
institutions are supplying banking fa- 
cilities of every nature required by the 
business community. 
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DENISON S. K. MILLER 


First Governor. Commonwealth Bank of Australia 


Progress of the Commonwealth Bank 
of Australia 








JAMES KELL 


First Deputy Governor. Commonwealth Bank of 
Australia 





iNCE its organization, something 

over four years ago, the Common- 

wealth Bank of Australia has pro- 
gressed steadily and rapidly toward a 
position of commanding importance 
among the financial institutions of that 
country. Its progress is evidenced by 
the size of the footings of the balance- 
on June 30 last—£41,772,354— 
and by the splendid new building which 
the bank completed and occupied last 
year. The gain in assets during the 
past two years has been particularly 


sheet 


large -from around six millions to 
nearly forty-two millions sterling and 
within three years deposits have grown 


from £500,000 to about £40,000,000. 

















BRIEF HISTORICAL SKETCH 


The bank was established under the 
Commonwealth Bank Act of December 
22, 1911, and on June 1, 1912, Deni- 
son S. K. Miller was commissioned 
as governor of -the bank, and on De- 
cember 2 of the same year James Kell 
was named as deputy governor. These 
officials proceeded to the selection of a 
trained banking staff. 

One of the first operations of the 
Commonwealth Bank was the taking 
over of the agencies of the state sav- 
ings banks, which had been theretofore 
established in the postoffices. By fix- 
ing a low rate of interest and limiting 
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The General Banking Chamber Ground Floor. 


the amount of interest-bearing deposits 
from any one person, active competition 
with existing savings banks was reduced 
to a minimum. In Tasmania, the sav- 
ings bank functions were transferred to 
the Commonwealth Bank altogether. 

On January 20, 1913, a general bank- 
ing business was begun simultaneously 
at the head office in Sydney, and the 
branches at Canberra (the Federa! cap- 
ital), Melbourne, Brisbane, Townsville, 
Adelaide, Perth, Hobart and London. 

No capital was contributed by the 
Government, and the bank was started 
with a deposits of £500,000 of the cus- 
toms revenue. 

From the first it was recognized that 
in order that the bank might be in a 
position to properly conduct the busi- 
ness of the Commonwealth Government 
and its other clients, it would be neces- 
sary for it to be represented, either by 
direct branches or by agents, not only 
throughout the Commonwealth, but also 
the world generally; and extensive 
agency arrangements were entered into 
with the largest Australian banks, and 
also with the leading institutions 
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The Commonwealth Bank of Australia, Sydney, Australia 


throughout the world, and the bank was 
thus enabled to issue drafts and remit 
moneys practically all over the world, 
either by mail or cable, in the most com- 
plete and effective manner. 

Comprehensive arrangements 
also made by the bank with the other 
banks in Australia to give effect to the 
long-cherished desire of the Common- 
wealth Government that Commonwealth 
checks should be payable at their face 
value, and free of exchange through- 
out the length and breadth of the Com- 
monwealth, and similar arrangements 
have since been made with regard to 
the checks of the State Governments of 
Tasmania, West Australia and South 
Australia, which now also do their 
banking business with the Common- 
wealth Bank. 

That the activities of the Common- 
wealth Bank of Australia were to be of 
a highly successful nature did not long 
remain in doubt, as on the first day on 
which it opened for general banking 
business the amount deposited with the 
bank was £2,368,126, while the deposits 
have kept on increasing from that time 


were 
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Chief Accountant’s Office and Entrance to Governor’s and Deputy Governor’s Quarters. Second Floor. 
Commonwealth Bank of Australia 


until now, standing, as already stated, 
at approximately £40,000,000 on June 
30 last. 

But the real services of the bank 
have been best shown in the efficient 
handling of the many financial prob- 
lems growing out of the European war. 
Effective assistance in floating the vari- 
ous public loans has been given at mini- 


mum expense, and other important serv- 
ice rendered in carrying on the finan- 
cial operations incident to the war. 

It has been said that the bank has 
been thus far conducted without capital. 
The authorized capital was originally 
£1,000,000, but on December 21, 1914, 
the bank was empowered to absorb 
other banks, and at the same time the 
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w on First Floor Where Bookkeeping Clerks and Ledger Keepers are Located. Commonwealth Bank 


of Australia . 
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August 22nd, 1916. 


authorized capital was raised to £10,- 
000,000. 

In accordance with the policy laid 
down that the bank should be directly 
represented by branches at all the prin- 
cipal centres throughout the Common- 
wealth, branches have been established 
at the large centres from time to time 
as opportunity has occurred, the num- 
ber of branches of the bank at the pres- 
ent time being 36, whilst savings bank 


Group of Principal Officers and Branch Managers present at the Opening of the New Head Office in Sydney 
Commonwealth Bank of Australia 


business is also conducted at 2,684 
agencies. 

The Commonwealth Bank has 
free from political influences and has 
rapidly risen to the dignity of a na- 
tional institution, demonstrating its use- 
fulness in emergencies. Its success has 
been due very largely to the energy, 
ability and wide popularity of the Gov- 
ernor of the bank, Denison S. K. 
Miller. Prior to his appointment to 


been 








Luncheon Room for use of Officers of the Bank and Occupants of the Building only. 
of Australia 


Commonwealth Bank 


















this responsible post, Mr. Miller was 
inspector of the Bank of New South 


Wales. He is regarded as one of the 
ablest bankers of Australia. 
THE NEW BUILDING 

One or two illustrations of the bank’s 

new building are presented herewith. 

It is a modern structure in the best 
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sense, combining everything essential 
to the safe and convenient transaction 
of the vast business carried on, and 
with most liberal provision for the 
comfort of officers and employees. 

The new home of the bank was 
opened with appropriate ceremonies on 
August 22 last, the occasion being hon- 
ored by the presence of the high offi- 
cials of the Commonwealth of Australia. 


Distributive Ownership of High-Grade 
Investment Securities 





HE changed financial situation of 

the United States arising from 

the European war, whereby we 
have become temporarily, and will most 
likely remain permanently, a creditor 
instead of a debtor nation, has forced 
upon our people new and important 
problems. Of these, no one is perhaps 
importance than the 
rather suddenly thrust upon us of pro- 
viding capital for home enterprise and 
at the same time making large loans to 
foreign governments, 

Since the war began we have bought 
back from Europe close on $2,000,- 
000.000 of American securities and have 
lent to Europe and other countries at 
least an equal amount. 

Before the war, Europe out of her 
centuries of accumulations had become 
the cheapest and most abundantly-sup- 
plied capital market of the world, and 
it was there that the United States and 
other growing countries looked for 
funds with which to build railways and 
develop industries in order that these 
constructive enterprises might be pushed 
iorward more rapidly than could be 
¢ with the capital available in the 
hone country. 

hat help we shall no longer have. 
ist now provide practically all the 


of greater one 





capital we need out of our own store. 
But we must do more than that. We 
must supply funds to Europe with 
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General Sales Manager, National Thrift Bond 
Corporation, New York 
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which to carry on current trade and 
later we shall have to supply a consid- 
erable part of the capital to repair the 
ravages and destruction of war. Fur- 
thermore, we shall have to lend largely 
to those countries heretofore looking to 
Europe as the source of their capital 
supply. All this we shall have to do, 
not merely for the ordinary profit to be 
derived from the lending operation, but 
as an indispensable requisite to the 
maintenance of our foreign trade. These 
requirements are very great, and the 
question arises as to our ability to meet 
them. 

Fortunately, the enormous trade bal- 
ances accumulating in our favor since 
the war began have placed us in a posi- 
tion of unparalleled financial strength. 
But with all this, something else is 
needed, and that is the ability to dis- 
tribute among our people a vast volume 
of high-grade securities. The banks of 
the country, with their tremendous re- 
sources, can absorb an enormous amount 
of such securities, but they cannot go 
on absorbing them forever, unless they 
ean in turn find an outlet for them 
among the people. It is not merely a 
question of providing means for selling 
goods to belligerents while the war lasts, 
but rather of investing in a way that 
will permanently maintain our ordinary 
foreign trade—for capital is generally 
exported not in money, but in goods; 
also, it is a question of providing funds 
for our own home enterprises. 

The value of foreign investments has 
been strikingly illustrated in the ability 
shown by one or more of the present 
belligerents to procure food and sup- 
plies by a sale of foreign securities 
owned and by pledging them for im- 
mense loans here in the United States. 

But it is not only in times of war that 
such loans are of great economic help. 
In time of peace as well they furnish 
the means whereby other nations are 
enabled to buy of us, thus giving a 
double income—that derived from the 
loan direct and the profit on the goods 
sold, beside the incalculable advan- 
tages flowing from the wider and stead- 
ier employment of our laborers which 
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the increased foreign trade makes pos 
sible. 


* * * 


These are some of the wider aspects 
of investing, considered chiefly from the 
standpoint of foreign investments, 
though the same principles apply here 
at home and to every locality. The 
capital necessary to the carrying on of 
modern enterprise must be furnished 
largely by the masses of the people. 
Great capitalists are indeed the gener- 
als who marshal the aggregated funds 
which the people supply, but they no 
more furnish these funds than does the 
general of an army provide the troops 
he commands. From the savings bank 
and the life insurance companies comes 
no inconsiderable part of the great 
capital fund of the country. The mod- 
est savings of the wage-earner, the 
profits of the well-to-do, play their 
share in modern industrial development 
as well as the millions of the rich. 

With the added responsibility of for- 
eign financing which our banks have 
assumed, and which they cannot escape 
if they would, it becomes not only 
highly desirable, but absolutely essen- 
tial to the development of our own in- 
dustries that the people themselves 
shall gradually become investors on 
their own account by buying outright 
high-grade securities, of whose legality, 
safety and ultimate payment there can 
be no reasonable doubt. The public 
benefits of such a course have been in- 
dicated in outline already, but the 
benefit to the individual will be even 
more direct. 

In the first place,this is the surest way 
to competence and to wealth, the path 
almost invariably followed by all who 
have risen to financial independence. 
He who becomes an investor becomes 
at the same time a better citizen, for he 
thus acquires a practical interest in the 
community’s welfare of which he be- 
comes a joint guardian. He trains his 
financial judgment by exercising it, as 
the athlete trains his muscles. He is 
given a practical demonstration of the 
fact that capital and labor are but two 
parts of the same thing. 











Preliminary to the development in 
this country of a large body of invest- 
ors some things are necessary: 

First: Education of the people in 
the primary principles of investing and 
the benefits that will accrue to the com- 
munity and to themselves by their pur- 
chase of sound investment securities. 

Second: Means for thoroughly dis- 
tributing absolutely high-grade invest- 
ments through popular channels, and 
in denominations that will make them 
available to persons of moderate means. 


NATIONAL THRIFT BOND CORPORATION 


It is believed that these somewhat 
exacting requirements have been met by 
an organization recently formed by 
well-known capitalists and business men 
of New York. This is the National 
Thrift Bond Corporation. As an in- 
vestment institution this corporation is 
under the supervision of the New York 
State Banking Department, thus form- 
ing an added guaranty to the strong 
character of the management. 


PURPOSES OF THE CORPORATION 


The president of the National Thrift 
Bond Cerporation, Ingalls Kimball, 
makes this comprehensive explanation 
of the company’s origin, purpose, and 
methods of operations: 


“As long ago as the fall of 1912 I 
began to think about the possibility of 
getting some form of safe investment 
that would be as easy to buy as a cigar 
or ten yards of dress goods. I believe 
the National Thrift Bond Corporation 
meets that need. 

“What started me was a talk with a 
relative who asked my advice about in- 
vesting the tag end of a small legacy. 
I suggested the savings bank; she ob- 
Jected that it was inconvenient, and she 
would probably be tempted to draw the 
money out soon to buy hats. I advised 
her to consult the banker where the 
money was on deposit; she told me she 
had. ind that she had received certain 
circulars about bonds that she couldn't 
even understand. I told her to go to 


some investment banker; but she was 
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certain that none of them would care to 
bother with her little capital. She said 
it was a pity she couldn’t go to a de- 
partment store and buy something that 
she was sure was safe—and feel while 
buying it that she was getting the same 
courteous and efficient service she got 
when buying other things. 

“The more I thought about that last 
remark the stronger grew my convic- 
tion that some universal, safe and con- 
venient form of small investment could 
be worked out. 


BIG MEN APPROVE IDEA 


“About a year ago, after I had talked 
the idea over with a great many per- 
sons, twelve of us got together one day 
at lunch at India House in New York 
and formed ourselves into a voluntary 
committee to investigate the whole 
question. Lindley M. Garrison, former 
Secretary of War; Henry Bruére, Cor- 
nelius N. Bliss, Jr., H. E. Cooper, E. C. 
Delafield, Pierre Jay, Jesse Isidor 
Straus, John Harsen Rhoades, James 
Imbrie, Charles P. Howland and Samuel 
W. Reyburn, of Lord & Taylor, were 
on that committee. We wanted to find 
out if there was a real need for a sim- 
ple, universal and convenient form of 
investment; and we wanted to find out 
whether or not this plan to sell small 
securities based on municipal bonds met 
the need. 

“Through Mr. Bruére we secured 
Herbert R. Sands, assistant director of 
the Bureau of Municipal Research, to 
make a survey of existing agencies of 
thrift in this country. 

“What Mr. Sands reported confirmed 
my own investigations. Then a com- 
pany was organized to purchase tax- 
secured bonds, and issue against them 
very small certificates of interest, which 
we could sell everywhere at a fair profit 
to the company and in such a form that 
no buyer would be puzzled by techni- 
calities. 

“What we’ve worked out is an at- 
tractively lithographed bond, with cou- 
pons attached, which are payable 
wherever the ‘Thrift Bonds’ are on 
sale. Deposited with the Equitable Trust 
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Company to secure the payment of prin- 
cipal and interest are gilt-edged, 
backed-by-taxes bonds, more than sufhi- 
cient to care for these payments. The 
Trust Company keeps the bonds we buy 
as security, collects interest on them, 
and pays the interest on the “Thrift 
Bonds’ we sell. 

“In this way the “Thrift Bond’ buyer 
is absolutely protected. The National 
Thrift Bond Corporation will secure 
the widest possible distribution and help 
millions of people of moderate means 
who want to save and invest in some- 
thing small, safe and convenient. 

NOT OPPOSED TO EXISTING AGENCIES 

“We are not rivals of any existing 
thrift agency. We don't advise any one 
to take money out of any savings bank. 
We are only trying to reach those who 
have not found a way to save and in- 
vest small sums. 

“Out of the difference in interest re- 
turn on the bonds bought by our com- 
pany and the three per cent. return paid 
to buyers of ‘Thrift Bonds, the Na- 
tional Thrift Bond Corporation expects 
to pay the cost of operating the plan 
and the profit to those who are furnish- 
ing the capital. 

“Everybody connected with the com- 
pany is enthusiastic. We all believe 
we have found a way to crystallize the 
thrift impulse of the man and woman 
wants to and doesn’t know 
how to begin.” 

In brief, it is the plan of the com- 
pany to buy city, county, State and 
Government bonds, and to deposit these 
with the Equitable Trust Company of 
New York and issue the corporation’s 
own Thrift Bonds against these securi- 
ties in denominations of $10 and up 
wards. 

As the original securities deposited 


WwW ho save 


to secure the Thrift Bonds constitute 
the safest known form of investments— 
the kinds prescribed by the most con- 
servative States as legal investments for 
savings banks and trust funds—and 
since the trustee of these securities is 
an institution of large resources and 
unquestioned integrity, the character of 
the Thrift Bonds on the score of safety 
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could hardly be better, since they have 
behind them the property of the com- 
munities issuing them, with the use of 
the taxing power to provide for their 
payment. 

The small denominations of the 
Thrift Bonds render them available to 
persons of moderate means, so that the 
wage-earner as well as the capitalist 
may become a bondholder; and he does 
not have to wait until he saves up one 
thousand dollars or even one hundred 
dollars, but may buy a Thrift Bond 
just as soon as he has ten dollars. 

Of hardly less importance is the ex- 
treme ease with which these bonds can 
be purchased. Bonds of the type un- 
derlying the Thrift Bonds are gener- 
ally bought in the first instance only 
after complying with a more or less in- 
tricate process of bidding. Thrift Bonds 
may be bought without the necessity of 
encountering any of this red tape and 
to get them one does not even have to 
go to a bank, but may buy them at a 
department store, or even at a cigar 
store. This means, in substance, that 
the purchase of a sound investment se- 
curity will become just as easy a mat- 
ter as the buying of a dress pattern or 
a box of cigars. 

That this greater ease in buying se- 
curities will tend to create the habit of 
thrift among the people, and to develop 
saving and sound investing, is beyond 
question. 

We shall thus gradually remove the 
reproach of extravagance, and instead 
of being a nation of spendthrifts. we 
shall become a nation of savers. 

The Thrift Bond Corporation is not 
offering a high rate of interest—three 
per cent.—the aim being to fix in the 
minds of buyers of this new type of in- 
vestments the idea that they represent 
safety first, the interest vield being sec- 
ondary, but still large enough to give a 
fair return. 

In addition to the ease with whicli 
these bonds may be bought, they can be 
as readily turned into cash at any time 
and at the same place they were pur- 
chased. This will be an advantage to 
investors who may, in special circum 
stances, find themselves in need of the 
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money they may have invested in the 
Thrift Bonds. 


CHARACTER OF THE MANAGEMENT 


As in all enterprises, the efficiency 
and safety in which even the soundest 
principles are worked out depends upon 
the character of the management. The 
soundness of the organization in this 
most important respect would seem as- 
sured by the following list of well- 
known men as officers, trustees and di- 
rectors : 

Trustees—Clarence H. Kelsey, chair- 
man, president Title Guarantee and 
Trust Company; R. Bayard Cutting, 
capitalist and philanthropist; Adolph 
Lewisohn, Adolph Lewisohn & Sons; 
William Fellowes Morgan, president 
Merchants Association, New York City; 
Andrew Squire, lawyer and banker, 
Cleveland, O.; Henry Rogers Win- 
throp, Harris, Winthrop & Co., director 
Equitable Trust Company. 

Officers—Ingalls Kimball, president; 
Henry Bruére, vice-president; Edward 
C. Delafield, treasurer; J. H. Clowes, 
comptroller; William J. Peck, general 
sales manager. 

Directors—Henry Bruére, vice-presi- 
dent American Metal Company, 61 
Broadway, New York city; H. E. 


Cooper, vice-president Equitable Trust 
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Company, 37 Wall Street, New York 
city; Edward C. Delafield, president 
Franklin Trust Company, 46 Wall 
Street, New York city; E. Y. Gallagher, 
vice-president Western Union Tele- 
graph Company, 195 Broadway, New 
York city; Lindley M. Garrison, former 
Secretary of War; C. P. Howland, Mur- 
ray, Prentice & Howland, 37 Wall 
Street, New York city; James Imbrie, 
Wm. Morris, Imbrie & Co., Bankers, 61 
Broadway, New York city; Darwin R. 
James, Jr., president American Chicle 
Company, 1 Madison avenue, New York 
city ; Ingalls Kimball, Corman, Chelten- 
ham Company, 11 East Thirty-sixth 
street, New York city; John Harsen 
Rhoades, Banker, 37 Wall Street, New 
York city; Jesse Isidor Straus, R. H. 
Macy & Co., Sixth avenue and Thirty- 
fourth street, New York city. 

At any time the formation of a strong 
organization of the type described, and 
intended to carry out the objects above 
set forth, would be an event of moment 
in the financial world, but it is espe- 
cially so now when, for the reasons 
pointed out, it is essential to the highest 
degree of national and individual pros- 
perity that our people not only be 
trained in sound principles of invest- 
ment, but that they be furnished a safe 
and accessible means of putting those 
principles into practice. 


ay 


you can make today s economy and de- 

privation pay interest a hundredfold if 
you use good judgment and can trust yourself 
tu stick to today’s determination as to self- 
denial and saving.—ARTHUR BRISBANE. 





Iowa Bank Has Splendid Banking 
Equipment 





N Waterloo, Iowa, the Leavitt & 
Johnson National Bank and _ its 
affiliated institution, the Farmers 
Loan & Trust Company, are located in 
a recently completed banking structure 
which for beauty and adequacy of 
equipment ranks with the best in the 


Middle West. 


Leavitt and Johnson National Bank, Waterloo, Iowa 


The building itself has several ad- 
vantages. It is next door to the place 
where the “oldest bank in Waterloo” 
has always been located. It has a wide 
entrance between two stores which are 
used for renting purposes, thus keeping 
the street busy and active all day, 
though the banks close at 3:00 p. m. 
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The rental from these stores also helps 
to form a solid basis for the invest- 
ment. There are spacious hallways 
running from the doorways to the bank- 
ing rooms and elevators. The second 
floor is used for shops and the third, 
fourth, fifth, sixth, seventh, eighth, 
ninth and tenth floors are devoted to 
offices. 

At the left of the entrance is a com- 
modious ladies’ room, handsomely fur- 
nished in soft gray hangings and rugs, 
and provided with a suitable number of 
desks and chairs to accommodate the 
women depositors. All conveniences 
possible are installed in the room, and 
a toilet and lavatory adjoins it. 

The bank is finished in Bottocini and 
Tavernelle marble and American wal- 
nut—ceilings are 22% feet high. The 
lobby is 15 feet by 70 feet, and con- 
tains three marble endorsing desks. On 
the right are the large private offices of 
the bank officials, and on the left are 
the private offices of the Trust Com- 
pany, both having commodious platform 
space ample for officers, visitors and 
customers. The directors’ room is on 
the mezzanine. 

The equipment of the cages is of the 
most modern type, comprising numer- 
ous appliances which are essential in 
expediting the work. The arrange- 
ment is such that a teller in his cage 
can transact every branch of the busi- 
ness pertaining to his work without 
leaving it. Back of the cages, book- 
keepers keep the records of the ac- 
counts of each particular cage. There 
are nine wickets fronting the lobby for 
receiving and paying tellers, collections, 
discount clerks and cashiers. 

There are five vaults of heavy con- 
crete construction. The walls are un- 
usually thick, reinforced with double 
rows of steel rods and railroad iron and 
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Main Banking Room, Leavitt and Johnson National Bank, Waterloo, Iowa 


lined with chrome and Bessemer steel, 
and they afford adequate protection 
against fire and every known method 
practiced by burglars. The safety de- 
posit vault is located on the main floor 
and is 12 feet deep by 20 feet long, 
and in addition to the main door, it is 
provided with an emergency door to 
guard against lockouts. Both doors are 
operated by separate time locks and are 
of the very highest type of construc- 
tion, while the interior equipment of 


the vault is very complete. In addition 
to this, there are cash vaults, book 
vaults, and a large vault for the securi- - 
ties of the Farmers Loan & Trust Com- 
pany, and a large storage vault in the 
basement for the joint use of both 
Bank and Trust Company. 

Safety deposit boxes cost less than 
one-half cent per day, and the system 
of numbering and identifying boxes 
safeguards the holder against the 
wrongful use of them. Private coupon 
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Officers Quarters, Leavitt and Johnson National Bank, Waterloo, Iowa 


rooms and comfortable reading and con- 
ference chambers are maintained for 
the free accommodation of patrons. 


HISTORY OF THE BANK 


The history of the Leavitt & Johnson 
National Bank is one in which the offi- 
cers may well take just pride. 

In 1854, just as the Indian villages 
were being slowly but surely crowded 
toward the setting sun, the settlement 
of Waterloo was begun. From Massa- 


chusetts came John H. Leavitt, a man 
of sturdy virtues and character, whose 
name will be forever associated with the 
solution of the great problems that con- 
fronted the pioneers of Iowa, settled in 
Waterloo, and on July 13, 1856, 
founded a private banking house on tlie 
bank of the Red Cedar river, on the 
site which later became and now is 
known as the Leavitt & Johnson Na- 
tional Bank. Its story in these days of 
fierce finance reads like a fable writ- 
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ten in the Golden Age. Indeed, it is 
from the experience of those scarred 
and turbulent times that the bank has 
won its present tranquility. In, 1857, 
the state of Iowa was flooded with 
every species of wild cat currency, and 
in 1861 the great War of the Rebellion 
began. Business in the little hamlet on 
the Cedar was nearly suspended while 
all united in their efforts to maintain 
National unity, and the pioneer days of 
the new bank were filled with anxiety 
and surrounded with suspicion, but the 
institution lived in spite of opposition, 
and did good in spite of the general 
malevolence. Success soon followed the 
determined efforts of the bank support- 
ers, success which neither wars, panics, 
nor periods of depression have affected. 

Feeling the advisability of having a 
connecting institution to take care of 
the trust mortgage loans, and estates of 
friends and customers, the Leavitt & 
Johnson National Bank organized the 
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Farmers Loan & Trust Company, Jann- 
ary 7, 1909, and it is specially equipped 
with all the modern methods of caring 
for property and dealing in high grade 
investments. 

The officers of the Leavitt & Johnson 
National Bank are as follows: 

J. E. Sedgwick, president; J. O. 
Trumbauer, C. L. Kingsley, C. E. Pick- 
ett, vice-presidents; Ira Rodamar, 
cashier; W. W. Marsh, C. E. Pickett, 
C. L. Kingsley, A. H. Frank, J. O. 
Trumbauer, J. E. Sedgwick. Ira Roda- 
mar, directors. 


The official roster of the Farmers 
Loan & Trust Company includes the 
following: 

J. E. Sedgwick, president; J. O. 
Trumbauer, vice-president; F. E. Stew- 
art, secretary; Ira Rodamar, treasurer; 
C. L. Kingsley, W. W. Marsh, Ira 
Rodamar, C. E. Pickett, J. O. Trum- 
bauer, J. E. Sedgwick, directors. 


The Mail Teller 





HE mail department of a large New 

York bank is interestingly de- 
scribed in the following taken from 
“Commerce Monthly,” published by the 
National Bank of Commerce of New 
York: 

The work of the mail teller begins at 
midnight with the operations of the 
night force. Mail is collected at the 
Postoffice at midnight, 3 a. m. and 6:30 
a. m. (and the remittance letters re- 
ceived are handled separately at the 
first, second, and third proofs). On 
reaching the bank the mail is opened and 
remittance letters sorted out for atten- 
tion while all other communications are 
held over for the correspondence depart- 
ment. Remittances are then segregated 
according to the ledger divisions (A-B, 
C-D, ete.) a clerk being assigned to 
each such division. He is responsible 
for the checking of each remittance in 


his division and after verifying that the 
letter is addressed to us. enclosures 
properly endorsed, he works as follows: 
The items in each letter must be run 
up on the adding-machine, and the total 
must agree with each letter total, any 
differences being noted in detail on the 
letter. Letters must be scrutinized for 
special instructions such as “No pro- 
test,” “special advice,” etc., and proper 
notation made on the corresponding item 
or the item pinned to the letter. When 
When each letter has been thus disposed 
of, the total of all the letters in the 
“proof” is obtained and each letter 
stamped with the proof number. 

The next operation is the sorting of 
checks, into items on the Clearing 
House, Assistant Treasurer U. S., com- 
merce, foreign, and sight drafts, the 
last-named being New York items to be 
presented by our messengers. The 
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checks are then stamped with the en- 
dorsement of the Commerce, a different 
form of stamp being used for the sev- 
eral classes of items. “Foreign” or out 
of town items, however, are not en- 
dorsed until they reach the country cash 
department. Included in the first sort- 
ing operation is the splitting up of 
clearing house checks on eight of the 
larger banks, which, it is estimated, rep- 
resent sixty per cent. of the work han- 
dled. In a second operation all other 
Clearing House items are sorted accord- 
ing to the drawee bank. The impor- 
tance of this work is accentuated by 
the fact that a fine of $1 is imposed upon 
each bank for every check sent to a 
wrong bank, the fine going to the bank 
to which the item is erroneously present- 
ed. The record of Commerce in this 
respect has not reached perfection, but 
there is cause for congratulation in the 
fact that there is an annual credit bal- 
ance on account of “sent wrong’ fines. 
The practice of dividing this prize- 
money among the clerks assigned to the 
morning exchanges and proving depart- 
ment according to the ‘sent wrong” rec- 
ord of each has resulted in continuing 
improvement. 

Each proof is balanced separately. 
The checks on each clearing house bank 
are run up separately, with a carbon 
tape; separate totals of the other 
classes of items are made; and these 
combined totals must agree wtih the to- 
tals of the several ledger divisions as 
above described. 

The proving department, which has 
started at 6:30 p. m. to sort down the 
clearing house items received by the re- 
ceiving and. note tellers in the afternoon, 
turns over to the night force its checks 
totaled for each bank. Included with 
these are items received by mail during 
the afternoon, and late deposits made 
by certain large New York banks and 
trust companies. 

At the same time the “sight drafts” 
have been sorted according to messen- 
gers’ routes and listed on the route 
sheets, this work including the receiv- 
ing and note tellers’ items of the after- 
noon. 

In the third proof the packages of 
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the previous proofs are included, the 
grand total of clearing house items, 
sight drafts, etc., being balanced against 
the check totals of the three proofs. 

The credits, or letters, have hitherto 
been kept by proofs. They are now 
combined and resorted by accounts and 
posted to the advice sheets which are 
later cut into postal card forms for 
mailing. These are run up and their 
totals balanced with the totals of checks 
for the corresponding ledger divisions. 

It will be noticed throughout the 
work of the mail department that the 
work is so divided that a difference can 
be traced and allocated within the lim- 
its of a comparatively small division. 
Thus a great deal of rechecking is elimi- 
nated and a considerable saving of time 
effected. 

At 8 a. m. the day mail teller receives 
the work, which, like a giant snowball, 
keeps accumulating with each operation. 
The night force turns over the checks 
with total for each clearing bank, the 
route sheets footed and balanced to that 
point and all other items totalled. They 
also bring the 8 o'clock mail from the 
Postoffice. But though the night force 
had time to prove the checks with each 
letter, the mail teller cannot (except 
for a number of letters where errors 
are known to occur frequently) for the 
time is too limited. The clearings must 
be completed in time to reach the Clear- 
ing House at 10 o'clock. Checks are 
received from the discount, loan, foreign 
exchange, collection and other depart- 
ments and all letters are handled that 
the limited time permits. To do this, 
letters are divided into proofs, from 11 
to 15 in number, depending upon the 
volume. The first and last checks only 
of each letter are compared and all the 
checks are sorted and run up with car- 
bon tape on the machine. The total 
must agree with the total of the letters 
in that proof. Should there be a dif- 
ference, first the checks are “looked 
back” with the listing, then the letters 
are footed. If the difference is not 
found, the checks and letters are 
checked by a process of elimination, ac- 
cording to the nature of the difference. 
Of course, the checks cannot always be 
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held until the difference is found, but 
must be put through and the difference 
checked from the “run-up.” The small 
proofs make it possible to discover more 
quickly items enclosed but not listed 
and listed but not enclosed. 

As the proofs balance, the checks are 
added to the previous totals of each 
bank. The actual Clearing House op- 
erations will be the subject of a sep- 
arate article. 

“Sight draft” items are given to the 
draft teller as one total to be sorted 
and added to the messenger routes. 
Commerce checks go to the check desk 
with those of the night force. The let- 
ters are posted to the advice cards (in 
a separate division thereof) and the 
mail teller must see that the total 
clearings, sight drafts and other items 
agree with the total amount of the 
credits listed on the advice cards. The 
advice cards are used by the bookkeep- 
ers in posting while the sheetmen, 
whose work must agree with the book- 
keepers, post from the original letters. 

Letters enclosing collections and 
“special advice” items are held over by 
the night force for the mail teller. They 
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are checked with the instructions, en- 
tered in the collection department or 
draft tellers’ special advice book, and 
delivered upon receipt. 

There are many details that the 
mail teller must keep in mind through- 
out these operations. Letters are re- 
ceived from one correspondent to be 
credited to another; those payable at 
future dates must be sent to the collec- 
tion department, together with other 
items that are not acceptable as cash; 
registered mail must be guarded and 
receipted for by the departments to 
which it is sent; bonds and securities 
received with drafts must be protected 
and the collection of such items made 
in a special maner; corrections must 
be noted and called to the attention of 
correspondents; duplicate drafts es- 
pecially of foreign items, letters in for- 
eign languages, no protest instructions, 
remittances covering collections sent out 
by us, exchange charges, checks to meet 
loans and many other instances, present 
their own problems and justify our es- 
timate of the high importance of the 
work of the mail teller. 


Uh 


Te 


XTRAVAGANCE rots character; train 


youth away from it. 


On the other hand, 


the habit of saving money while it stiffens the 
will also brightens the energies. If you would 
be sure that you are beginning right, begin to 
save.—THEODORE ROOSEVELT. 
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Banking and Financial Notes 





JOSEPH A. SEABORG CANDIDATE FOR 
EXECUTIVE COUNCIL OF THE A, I. B. 


The New York Chapter of the Amer- 
ican Institute of Banking has announced 
the candidacy of its president, Joseph 
A. Seaborg, for membership on the ex- 
ecutive council of the American Insti- 
tute of Banking. It is felt that there 
is abundant justification in presenting 
Mr. Seaborg for this office because of 
these things: he holds the Institute cer- 
tificate; he has attended the last five 
conventions of the Institute; he has 
been a member of the New York Chap- 
ter, during which time he served on 
the finance committee, board of gov- 








Merchants National Bank 


RICHMOND, VA. 
Capital. . . $400,000 
Surplus and Profits over 1,000,000 


The Gateway to and Collection 
Oenter for Southeastern States 


Send Us Your Items 


“ON TO RICHMOND” 


ernors, and as first vice-president; 
under his leadership the educational 
program of the chapter has been en- 
larged and over 1,200 men registered 
in its various courses; he has arranged 
with Columbia to supervise the work; 
he has greatly increased interest in the 
chapter and through the general sup- 
port of the New York banks and trust 
companies all has been put on a firm 
basis. 

NEW 


MERCHANTS NATIONAL OF YORK 


SHOWS GAIN IN DEPOSITs 


Gross deposits in the Merchants Na- 
tional Bank of New York at the close 
of business February 2, 1917, were 
$24,307,000 as compared with deposits 
of $22,039,000 on the 9th of January. 
NEW DIRECTOR 


GUARANTY ELECTS 


A. C. Bedford, president of the 
Standard Oil Company of New Jersey, 
was elected a director of the Guaranty 
Trust Company of New York, on 
Wednesday, February 7. 


BANKERS TRUST COMPANY ISSUES INCOME 
TAX BOOKLET 


An intengsting booklet on the Fed- 
eral Income Tax containing features of 
the law and regulations affecting non- 
resident aliens is being distributed by 
the Bankers Trust Company. 


NEW YORK BANK INCREASES DIVIDEND 


Directors of the Mechanics and Met- 
als National Bank of the City of New 
York have increased the dividend of the 
bank. A quarterly rate of four per 
cent. on the $6,000,000 stock was de- 
clared on February 7, payable Febru- 
ary 13. Previously the quarterly divi- 
dend had been three per cent. 

This is the first change in the divi 
dend rate of the Mechanics and Metals 
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National Bank since 1907. For three 
vears prior to 1907 dividends were at 
the annual rate of ten per cent.; prior 
to 1904. and dating back to 1880, they 
were eight per cent. yearly. 


CITIZENS NATIONAL BANK OF NEW YORK 


The Citizens Central National Bank 
of New York has changed its name to 
the Citizens National Bank of New 
York. For two-thirds of a century— 
since 1851—the name “Citizens” has 
Str. 


EDWIN S. SCHENCK 
President, Citizens National Bank of New York 


peared in the title of this bank, first 

‘he Citizens Bank, a state organiza- 
tion, up to 1865, then as the National 
Citizens Bank, and since 1904, as the 
‘it'vens Central National. In the lat- 
t ear it consolidated with the Cen- 
t National and three years before 
hsorbed the Ninth National, so 
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that the present institution is made up 
of the Citizens, the Central and the 
Ninth National Banks. 

The three banks were each located in 
the wholesale dry goods district, and 


GARRARD COMLY 
Vice-President, Citizens National Bank 
of New York 


the merger was a natural outgrowth of 
conditions. The combined institution 
retained the dry goods business, which 
was the foundation of its success, and 
has extended its facilities to other mer- 
cantile lines. 

The bank now has capital and surplus 
of $4,550,000 and since 1904 when the 
last consolidation was effected, it has 
distributed $2,167,500 in dividends, be- 
sides adding over $1,700,000 to surplus, 
undivided profits and reserves. 

The president of the Citizens Na- 
tional is Edwin S. Schenck, who has 
held this office since 1901. He began 
his banking career with the Hamilton 
Bank in 1892 and was successively as- 
sistant cashier, cashier, vice-president 
and president of that institution. At 
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the time he attained the latter position 
he was the youngest bank president in 
New York. He went to the National 
Citizens Bank as president in 1901. Mr. 
Schenck came from a family of bank 
presidents, two brothers having been at 
the head of important banks in New 
York. 

The vice-presidents of the bank are 
Francis M. Bacon, Jr., senior member 
of the well-known firm of Bacon & Co., 
commission merchants, and Garrard 
Comly. The latter came from Boston in 
1913 to take this position, having been 
previously for some years vice-president 
of the Eliot National Bank of Boston, 
until its merger with the Shawmut. He 
was graduated from Yale with the class 
of ’93 and received his bank training 
with the Lockwood National of San An- 
tonio and the Fletcher National of In- 
dianapolis. 

The other officials are: Albion K. 
Chapman, cashier; Jesse M. Smith, 
James McAllister and William M. 
Haines, assistant cashiers. 

While the return to the old name in- 
volves no change in the organization, no 
effort will be spared further to improve 
the service where possible and to keep 
it in thorough touch with modern busi- 
ness requirements. 


AMERICAN EXCHANGE NATIONAL BANK 
OF NEW YORK ELECTS NEW OFFICERS 


At a meeting of the board of direc- 
tors of the American Exchange Na- 
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tional Bank held February 6, 1917, 
Alexander G. Armstrong, Roy Murchie 
and Louis S. Tiemann were elected as- 
sistant cashiers. 

In the promotion of Mr. Armstrong 
and Mr. Murchie, the American Ex- 
cheange National Bank carried out its 
usual policy of rewarding its employees 
for faithful service. Mr. Armstrong 
has been connected with the bank for 
thirty years, working through the dif- 
ferent departments, and is now paying 
teller; Mr. Murchie has been with the 
bank for fifteen years, latterly as head 
of the securities department, which po- 
sition he now occupies. 

Mr. Tiemann became associated with 
the bank about one year ago and has 
devoted his attention to the develop- 
ment of foreign business, having for- 
merly been a member of the firm of 
Carlton & Moffatt, commission mer- 
chants of New York, for whom he trav- 
eled extensively in foreign countries. 
LAST CALL FIGURES ANALYZED BY THE 
COMPTROLLER 


Figures from the latest national bank 
call have just been analyzed in the 
office of the Comptroller of the Cur- 
rency. These figures show that the 
process of diffusing the banking re- 
sources of the country started by the 
Federal Reserve System is gaining in 
headway every passing month: 


Between May 1, 1916, and the call of Dec. 
27, country banks increased their resources 
by $759,000,000, or twelve per cent. The re- 
sources of national banks in the central re- 
serve cities declined by $77,000,000, and the 
resources of national banks in other reserve 
cities increased by $455,000,000. 

The call shows the total resources of na- 
tional banks to be $15,333,000,000, and those 
of the country banks to be $7,000,000,000. 
Between the calls of November 17, 1916, and 
December 27, 1916, the national banks in 
New York City reduced their resources 
$200,000,000; in Chicago, $15,000,000; in 
Philadelphia, $22,000,000; in Boston, $15,- 
000,000; in San Francisco, $7,000,000, and in 
St. Louis, $5,000,000. The largest increase 
for reserve cities was shown in Louisville, 
$5,000,000. Des Moines and Salt Lake City 
increased about $4,000,000 each. 

The states in which the banks showed 
a decline between the two calls were: New 
York, $10,000,000 ; Texas, $8,000,000 ; 





Sixty-six Years Old 


Sixty-six years ago 
ized in New York. 


in 185i—The Citizens Bank was organ- 
Fourteen years later it obtained a national 


charter under the name of The National Citizens Bank. In 
1904 The Central National Bank was merged with it to form 
The Citizens Central National Bank. 

Believing that its patrons will find the shorter title more 
convenient, the bank has now virtually retaken the name in 
its original charter of The Citizens National Bank. 


The Directors and Officers and the policy 


of the bank will remain the 


EDWIN 8. SCHENCK, President 


FRANCIS M. BACON, JR., Vice-Pres. 
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GARRARD COMLY, Vice-Pres. 
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Georgia, $7,000,000, and Oklahoma and 
North Dakota, about $3,000,000 each. 

The figures show that there has been 
added to the resources of the national banks 
since January 13, 1914, $4,037,000,000, an 
amount greater than the present aggregate 
resources of all national banks in the central 
reserve cities of New York, Chicago and St. 
Louis, which aggregate $3,946,000,000. 

The following are the principal changes 
shown in the condition of national banks 
December 27, 1916, as compared with the 
previous call of November 17, 1916, and the 
corresponding call a year ago: 

Resources, $15,333,000,000, a decrease of 
$186,000,000, as compared with November 17, 
1916, and, as compared with December 31, 
1915, an increase of $1,865,000,000. 

Loans and discounts, $8,340,000,000, a de- 
crease from November 17, 1916, of $5,000,000, 
and an increase over December 31, 1915, of 
$982,000,000. 

Deposits, $12,264,662,000, a decrease from 
November 17, 1916, of $223,227,000, but an 
increase from December 31, 1915, of $1,884,- 
971,000. 

As compared with the November 17, 1916, 
statement, time deposits increased $38,000,- 
000, while balances due to banks and bank- 
ers decreased $87,000,000, and demand de- 
posits shrank $174,000,000. Of the $1,884,- 
000,000 increase shown since December 31, 


1915, $437,000,000 was in time deposits, 
$924,000,000 in demand deposits, and $523,- 
000,000 in amounts due banks and bankers. 


RUSSIAN NATIONAL BANK 


The Russian National Bank, which 
is situated in the first Russian national 
centre in the United States, was opened 
recently at 231-233 East 17th street. 
For some time there has been felt the 
need of such an institution and now 
the colony has progressed enough to 
warrant the opening of it. The bank 
has official standing, for it is under the 
direction of the State Church of Rus- 
sia. 

PHILIPPINE NATIONAL BANK 
The 


National Bank, 


Philippine 
which was only established about one 
year ago, opened a branch office a short 
time ago in the Woolworth building. 
This bank is the depository of the in- 
sular, provincial, and municipal funds 
of the Philippine Islands, and does as 


well a general banking business. The 
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Important Banks Need 
Individual Advertising 


In studying advertising needs 
of banking institutions, I have 
recently talked over their adver- 
tising problems with the execu- 
tive heads of banks from coast 
to coast. 


0425224 0 
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These interviews have strength- 
ened my firm belief that what 
the banks of this country need 
and want is individual advertis- 
ng —advertising that represents 
each bank’s personality and is 
suited to the special needs of 
each locality. On this basis 
alone do we undertake to direct 
advertising, and on this basis 
we are serving important banks 
from the Atlantic to the Pacific. 


E. B. Wilson, Pres. 
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purpose of its organization was to fos- 
ter insular industry and to develop 
trade between this country and _ the 
Philippine Islands. At the close of last 
vear the bank’s assets were approx- 
imately $25,000,000 gold. Late in the 
winter of last year H. Parker Willis, 
secretary of the Federal Reserve Board, 
went over to the Philippines to organ- 
ize the bank. Already the Philippine 
National Bank has been designated as 
a correspondent of the Reserve Bank 
of San Francisco, and was the first out- 
side the continental United States to 
be appointed correspondent of the Re- 
serve System. 


H. T. HALL JOINS MERCHANTS BANK 


Harry T. Hall, formerly Banking 
Superintendent of the State of Ohio, 
has been elected vice-president of the 


Merchants National Bank of New York. 


Mr. Hall has been well known in 
banking circles for many years. For a 
long time he served as treasurer of the 
Ohio Bankers’ Association, in which 
capacity he became personally known 
to nearly every banking man in the 
State. He served two terms as County 
Treasurer of Columbiana County, re- 
signing this position when he was ap- 
pointed State Bank Superintendent. He 
held the latter office two years, retiring 


H. T. HALL 


Vice-President, Merchants National Bank 


after there had been a change in the 
State administration. 

Mr. Hall learned the rudiments of 
the banking business in East Liverpool, 
starting as a messenger in the First Na- 
tional Bank of that city. After eight 
years of service with that bank, he or- 
ganized the Dollar Savings Bank of 
East Liverpool and served as its vice- 
president twelve years. The news of 
Mr. Hall's selection for the vice-presi- 
dency of the Merchants Bank is a mat 
ter of keen interest throughout Ohio 
banking circles. 
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WILLIAM E. LAKE APPOINTED CAsHIER OF Mr. Clare-Avery came to the Citizens 
THE MECHANICS AND METALS Commercial last fall, after resigning as 
assistant cashier of the Merchants-La- 


William E. Lake, who for some time ¢Jede National Bank of St. Louis. 
has been manager of the credit ng 


ment of the Mechanics and Metals Na 
tional Bank of New York, has been ap- 


pointed an assistant cashier. 


NATIONAL CITY ESTABLISHES DEPART- 
MENT OF INDUSTRIAL SERVICE 


Perhaps the greatest trend in the 
banking world today is toward the end 
of efficient service to the client. One 
of the newest adyances of this kind 
has been inaugurated by the National 
City Bank of New York in the estab- 
lishment of a department of industrial 
service. This department is designed 
to render expert financial advice to cus- 
tomers along the lines of the practical 
every-day problems of the factory, 
store, or office. It proposes to supply 
the latest data on industrial problems 
obtained from all sources. One of the 
most important functions of the new de- 
partment will be the study of the proper 
proportions between invested or perma- 
nent capital and borrowed capital in 
connection with loans. 


CLARE-AVERY ELECTED VICE-PRESI- E. B. CLARE-AVERY 


DENT OF THE SYRACUSE TRUST Vice-President, Syracuse Trust Company, 
COMPANY Syracuse, N. Y. 
B. Clare-Avery has been elected 
president of the Syracuse Trust Mr. Clare-Avery came to St. Louis 
“pany of Syracuse, N. Y., having from New York City in 1906 as man- 
‘ened as secretary of the Citizens ager of a branch office of E. Naumburg 
mereial Trust Company of Buffalo. & Co. In 1908 he became assistant 
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cashier of the Merchants-Laclede Na- 
tional Bank. 

He was the first secretary of the As- 
sociation of Reserve City Bankers when 
that association was organized five 
years ago. In May, 1915, he was 
elected president. He was twice chair- 
man of Group Seven of the Missouri 
Bankers Association and was elected 
treasurer of the Missouri Bankers As- 
sociation at the annual convention in 
May last. 


BUFFALO BANK ELECTS NEW OFFICERS 


At the meeting of the board of direc- 
tors of the Citizens Commercial Trust 
Company of Buffalo, N. Y., held Feb- 
ruary 20, William F. Chase, assistant 
secretary, was elected treasurer, suc- 





WILLIAM F. CHASE 


Treasurer, The Citizens Commercial Trust Company, 
Buffalo, New York 


ceeding Robert C. Gaupp, who resigned 

to enter the investment banking field. 
Robert W. Morris, formerly publicity 

manager, was elected secretary, suc- 


ceeding E. B. 
signed to become vice-president of th: 


Syracuse Trust Company, Syracuse, 


ae 


Mr. Chase started his career in the 





ROBERT W. MORRIS 


Secretary, The Citizens Commercial Trust Company, 
Buffalo, New York 


banking world February, 1909, in the 
credit department of the National Bank 
of the Republic, Chicago, previously 
having been associated with both the 
Dun and Bradstreet agencies. He came 
to Buffalo in 1911 to install and manage 
the credit department of the Citizens 
Bank, remaining with that institution 
up to the time of its merger into the 
Citizens Commercial Trust Company, 
when he was elected assistant secre- 
tary. 

Mr. Morris started with the United 
States Mortgage and Trust Company, 
of New York City, in 1907, with which 
company he was associated up to Oc- 
tober, 1916, when he joined the Citi- 
zens Commercial Trust Company as 
publicity manager. 


Clare-Avery, who re- 
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Kings County Trust Company 
City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $2,000,000 Undivided Profits $800,000 


OFFICERS 
JULIAN D. FAIRCHILD, President 


JULIAN P. FAIRCHILD, 
WILLIAM HARKNESS, 
D. W. MeWILLIAMS, 
WILLIAM J. WASON, JR., 


ACCOUNTS INVITED. 


Vice-Presidents 
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BANKERS CLUB ORGANIZED IN PITTSBURGH 


The Bankers Club of Pittsburgh has 
just recently been organized for the 
purpose of promoting the social and 
professional advancement of its mem- 
bers. At the organization meeting, held 
in the Union Club, officers and board of 
managers were elected as follows: 

President, Alexander Dunbar, cashier 
of the Bank of Pittsburgh, N. A.; first 
vice-president, B. W. Lewis, cashier of 
the Mellon National Bank; second vice- 
president, H. S. Hershberger, vice- 
president and treasurer of the West 
End Savings Bank and Trust Com- 
pany; secretary, Frank R. Flood, vice- 
president of the Peoples National 
Bank; treasurer, C. C. Hammond of 
the Columbia National Bank. 

Board of managers, Messrs. Dunbar, 
Lewis and Hershberger, and the fol- 
lowing: George C. Watt, president of 
the First National Bank of Braddock ; 
I’. F. Brooks, vice-president and cash- 
ier of the First-Second National Bank; 
E. R. Baldinger, vice-president of the 
Dollar Savings Fund and Trust Com- 
pany of Allegheny; W. C. Lowrie, vice- 
president of the Columbia National 
Bank; H. F. Wigman, secretary-treas- 
urer of the Peoples Trust Company, 
and D. H. Thomas, assistant secretary 
of the Commonwealth Trust Company. 

President Dunbar stated after the or- 
ganization meeting that the board of 
managers had in contemplation plans 
that would make the Bankers Club of 
Pittsburgh one of the prominent bodies 
of its kind in the community, and that 


THOMAS BLAKE, Secretary 

HOWARD D. JOOST, Assistant Secretary 
J. NORMAN CARPENTER, Trust Officer 
GEORGE V. BROWER, Counsel 


INTEREST ALLOWED ON DEPOSITS. 
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the scope and effect of these plans 

would appear in due time. 

CORN EXCHANGE OF PHILADELPHIA IN 
ANNUAL BANQUET 


The annual banquet of the Corn Ex- 
change Bank, Philadelphia, was held 
January 25. The bank has a monthly 
publication, “The Advance,” and upon 
this occasion they issued an extra edi- 
tion, which was one of the most popu- 
lar and humorous features of the entire 
banquet. Copies were distributed by 
the typical newsboy, just as the guests 
began their dinner. The extra is de- 
voted to the humorous and ridiculous. 
Ample space is given to all of the offi- 
cers, the clerks, and the office boys, and 
an entire page is devoted to the state- 
ment of the “Comeoftentroller” giving 
a report of the resources and liabilities 
of the bank in 1999. 


ONE NEW ACCOUNT A MINUTE 


The Citizens Commercial Trust 
Company of Buffalo, N. Y., in its 
Christmas Club, has during the past 
month opened 10,400 new accounts. 
This figures on the average a little more 
than one new account for each minute 
that the club is open, which is five hours 
each day. The record day was January 
3, when close to 1,000 new accounts 
were opened. It is evident from this 
that there is a strong desire to save 
among the people of Buffalo. 

The Christmas Club, operated by the 
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| For information pertaining to Buffalo or its industries, 
also the collection of items drawn on 
this vicinity, write us. 








Citizens Commercial Trust Company 
Buffalo, N. Y. 


Capital and Surplus, $2,500,000 














Citizens Commercial Trust Company at 
its main office and branches, affords the 
opportunity of accumulating funds in a 
systematic way, starting with a small 
amount. 

carry out. 
ing in fast each day. 


The plan is an easy one to 
New accounts are still com- 


SAYS FREIGHT CONGESTION DUE TO WAR 

The freight congestion throughout all 
industrial districts, and particularly in 
the Pittsburgh territory, is attributed 
by the Peoples Bank of Pittsburgh in 
its February financial letter primarily 
to the war, which is responsible for the 
abnormal foreign demand, not alone for 
munitions, but for raw material, rail- 
road equipment, supplies and _ food- 
stuffs. At the same time, the bank re- 
ports that the average price of the prin- 
cipal steel products is the highest ever 
quoted, but with the evidence of new 
mill and furnace capacity under con- 
struction which will add 5,000,000 tons 
per annum, there is not the same de- 
gree of anxiety to anticipate wants far 
ahead that there has been. For example, 
the Pennsylvania Railroad last month 
withdrew an inquiry for 205,000 tons of 
steel rails for 1918 delivery. This inci- 
dent created quite a stir in steel trade 
circles. While no formal statement ac- 
companied this action, it would not be 
difficult for a layman to explain it by 
comparing prices to-day with one and 
two years ago, and at the same time tak- 
ing into consideration the handicaps of 
the railroads in the matter of govern- 
ment regulated rates on the one hand 


and possible regulation by Congress ot 
trainmen’s wages on_the other. While 
standard steel rails (relatively a small 
part of the cost of maintenance of way 
are thirty-six per cent. higher than for- 
merly, structural steel is nearly two 
hundred per cent. higher than two years 
ago and seventy per cent. higher than 
a year ago. Bessemer billets are 465 
a ton today against $19 two vears ago. 
and $32 a year ago. Steel bars and 
wire rods are up two hundred per cent. 
compared with this date in 1915. With 
new capacity coming on, with the prob- 
ability of the foreign demand shrink- 
ing by 1918, and with the certainty oi 
the output of England and Germany 
being diverted sooner or later from the 
uses of war to those of peace, the world 
will soon find supply conforming more 
nearly to demand with a restoration ot 
normal conditions. 


TO VOTE ON INCREASE OF CAPITAI 


The Ninth National Bank of Phila- 
delphia has issued a call for a special 
meeting of its shareholders, on April 5. 
to vote a $100,000 increase of its capi 
tal and, if approved, to offer the stock 
to shareholders of record as of April 5. 
at $200 a share, in proportion of on 
share to three. The present capital ot 
the bank is $300,000. 
COUNTRY’S BANK POSITION Is 
SOUND 


SAYS 


The First National Bank of Philade! 
phia devotes its February business and 


financial letter to a discussion of th 
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national crisis. After commenting upon 
the nation-wide burst of patriotism, it 
states that until the war clouds roll 
away, the possibility of our becoming in- 
volved in the European conflict will be 
the controlling factor in financial and 
industrial affairs. Further it says: 

“It is fortunate that the shocks of 
peace preceded the greater shock of 
possible war, for the January liquida- 
tion in a measure prepared the markets 
for the greatest scare of the war period. 
High-grade securities have stood the 
test well and notwithstanding the heavy 
liquidation of speculative issues, the bet- 
ter grade of stocks and bonds have 
shown extraordinary resistance under 
the circumstances. In the event of war, 
it will be the easiest thing in the world 
for this government to get what money 
it needs. The country’s bank position 
is essentially sound and the aggregate 
strength of the Federal Reserve banks 
is greater than ever. There is little 
justification for the theory that our en- 
trance into the war would cause great 
depression in the United States. The 
one thing certain is that we would prob- 
ably accommodate the Allies with 
larger loans, granting increased credit 
facilities and making it possible for 
them to enlarge their purchases in this 
country, if need be. 

“Our foreign trade may be checked, 
but it. will not be stifled. The proba- 
bility is that this nation will continue 
to do business with the rest of the world 
for many years to come. Consumption 
at home is enlarging and were it not 
for the dearth of raw materials the 
probability is that domestic trade would 
become much larger than it is. The de- 
velopment of the acceptance system is 
becoming a noteworthy feature of trade 
expansion, The gradual substitution of 
the time draft for the promissory note 
as a medium of commercial borrowing 
is of the utmost significance. It places 
our «ystem on a level with the rest of 
the world and means for the American 
bill a wider market than it ever pre- 
viously enjoyed. Under the guidance 
of the Federal Reserve Board and with 
the aid of the best known industrial 
corporations and business organizations 
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GEORGE MOORE REUCK 
Certified Public Accountant 


Specialist in 
Directors’ Examinations 
Credit Investigations 
Amortization of Bonds 


43 Cedar Street, New York 


























in the United States, the acceptance 
system is being perfected in a manner 
which indicates that most commercial 
loans will soon be in shape for redis- 
count with the Federal Reserve banks, 
if such facilities become necessary. The 
indications are that by the time the Eu- 
ropean war ends, the acceptance system 
will be of large advantage in the further 
development of this country’s foreign 
trade.” 


CELEBRATES HIS FIFTIETH ANNIVERSARY 
AS A BANKER 


On March 19, J. M. Dreisbach, 
president of the Mauch Chunk Trust 
Company, Mauch Chunk, Pa., cele- 
brated the completion of his fiftieth 
year as a banker in Mauch Chunk. 

Mr. Dreisbach was born at Lockport, 
Northampton County, Pa., January 4, 
1847, and began his career as a banker 
on March 19, 1867. Resigning a posi- 
tion with Sharpe, Weiss & Co., at Penn 
Haven, he came to Mauch Chunk at the 
solicitation of the late General William 
Lilly, and entered the Second National 
Bank, which had just been organized. 
For seventeen years he was cashier of 
that institution, and for five years was 
its president. During all this time he 
had the confidence of the directors and 
stockholders, and the esteem of the pa- 
trons. 

When the Second National Bank 
went into liquidation, in December, 


1902, the Mauch Chunk Trust Company 
was set on foot, largely through the 
efforts of Mr. Dreisbach. He was 
chosen its first president, which posi- 
tion he still holds. That the trust com- 





J. M. DREISBACH 


President, Mauch Chunk Trust Company, 
Mauch Chunk, Pa. 


pany is popular and prosperous beyond 
the expectations of the most sanguine, 
need not be wondered at when it is 
remembered that at its helm stands a 
banker of fifty years’ experience—a 
financier whose ability is of the highest 
order, and whose one ambition is to 
make the Mauch Chunk Trust Company 
the most substantial institution of its 
kind in the state. 


UNION NATIONAL OF PHILADELPHIA 
INSURES ITS EMPLOYEES 


The board of directors of the Union 
National Bank of Philadelphia gave a 
dinner to all the employees of the bank 
at the Manufacturers Club last month, 
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J. S. McCULLOCH 
President, Union National Bank, Philadelphia 


_ Mr. McCulloch commenced his business career 
in 1890, when he connected himself with 
Edson Brothers, one of the largest produce con- 
cerns in the Philadelphia district. About a year 
later he was admitted to the firm, having 
attracted the attention of the senior member of 
the firm through his general business ability 
and untiring efforts in the interest of his em- 
ployer. 

Of recent years, through a largely increased 
volume of business, it was deemed advisable to 
incorporate and Mr. McCulloch was selected as 
president and treasurer of the new company. 
In the early part of 1915 he was elected a 
director of the Union National Bank, and in 
November of the same year, through his many 
accomplishments, and backed up by a success- 
ful business career, his services were sought for 
the leadership of the bank and he was elected 
its president. Since that time many new poli- 
cies have been inaugurated into the bank and it 
has shown a very remarkable growth, during 
the past two years nearly doubling its deposits. 
Mr. McCulloch is also vice-president of the 
Federal Trust Co. of Philadelphia, having held 
this position since the formation of the com- 
pany. 


at which time it was announced that 
plans had been completed whereby all 
clerks were to be insured for one full 
year’s salary. 


CHARLES G. DAWES ELECTED PRESIDENT 
CHICAGO CLEARING HOUSE 


Charles G. Dawes, president of the 
Central Trust Company of Illinois, has 
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been elected president of the Chicago 
Clearing House Association, to succeed 
D. R. Forgan, who held the office for 
two years. Mr. Dawes has served as 
vice-president for two years. John A. 
Lynch, president of the National Bank 
of the Republic, has been elected vice- 
president for the ensuing year. The 
following officers and members of the 
Clearing House committee were elected 
at the annual meeting: President, 





CHARLES G. DAWES 


President of the Central Trust Company of Illinois 
and recently elected President of the Chicago 
Clearing House Association 


Charles G. Dawes; vice-president, John 
A. Lynch; manager, W. D. C. Street; 
assistant manager, Thomas C. Stibbs; 
official bank examiner, Charles H. 
Meyer. Clearing House committee: 
James B. Forgan, Orson Smith, John J. 
Mitchell, Ernest A. Hamill, George M. 
Reynolds, Charles G. Dawes, ex-officio. 








EQUIPPED FOR SERVICE 


Located in a modern building with every facility for the efficient handling 
of its business, this bank is in a position to offer you prompt and adequate 
service in your Philadelphia banking transactions. 


UNION 
NATIONAL 
BANK 


OPERATIONS OF THE CORN EXCHANGE OF 
PHILADELPHIA SHOWN IN MOVING 
PICTURES 


The thousands of friends of the Corn 
Exchange National Bank of Philadel- 
phia were entertained last month by two 
exhibitions of a moving picture film 
showing the bank in actual operation 
and giving a comprehensive idea of its 
equipment and methods of doing busi- 
ness. The two exhibits were given at 
the Academy of Music on February 7 
and 27. The original plan was to give 
but one exhibition, but the demand for 
seats was so great that a second per- 
formance was found necessary. 

The many up-to-date facilities of the 
bank were seen to good advantage. 
Much interest was shown by both au- 
diences in the various unique labor-sav- 
ing devices such as coin-counting ma- 
chines, pneumatic tubes, ete. The pic- 
tures showed the various departments 
of the bank in full operation during the 
busiest time of the day. The public, 
which in the main has no conception of 





PHILADELPHIA 
Resources over 


$11,000,000 


the activities of a large bank, found in 
these pictures many things that were 
surprising and of great interest. 

Charles S. Calwell, president of the 
Corn Exchange, is a thorough believer 
in the educational possibilities of mov- 
ing pictures, especially the industrial 
film. The latest number of “The Ad- 
vance,” the official organ of the bank, 
strongly advocates the use of industrial 
films in the auditoriums of the local 
schools in order to train the growing 
generation to understand the meaning 
of industry and its vital connection with 
the well being of the people of a com- 
munity. 


BANK CLEARINGS IN RICHMOND 


Bank clearings in Richmond continue 
to grow and for the first seventeen days 
in February the total amounted to $55.- 
688,671, which was an increase of $19.- 
390,923 over the corresponding period 
last year. 

In a compilation of bank clearings 
for the week ending February 15. 
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Richmond ranked sixth in the percent- 
age of increase over the corresponding 
week of last year. In this report the 
cities ranking higher than Richmond 
were Cleveland, New Orleans, Seattle, 
St. Joseph and Salt Lake City. Rich- 
mond’s percentage of increase for the 
week was 45.8. 


GEORGIA BANKERS CONVENTION 


The Georgia Bankers Association’s 
twenty-sixth annual convention will be 
held in Columbus May 2, 3 and 4, 
1917. The Georgia Bankers Associa- 
tion is composed of five groups and 
these groups will in turn hold their an- 
nual meeting at the convention. 


REPORT OF VIRGINIA STATE BANKS 


Not a dollar lost by a depositor in a 
state bank is the remarkable report of 
the chief bank examiner of Virginia, C. 
C. Barksdale. As a further evidence of 
the excellent banking conditions that 
exist in the state the report also states 
that there was not a failure during 1916 
of a state bank. 

In submitting his report to the State 
Corporation Commission, Mr. Barksdale 
says: “I take pleasure in reporting that 
during 1916 it has not been found neces- 
sary to close a single state bank in Vir- 
ginia, and further that not a dollar has 
been lost by any depositor in this state 
during the year.” 


Continuing, the report says: 


“The outstanding financial feature of 
the calendar year 1916 was an unparal- 
leled expansion in business of nearly 
all classes. The figures compiled from 
the bank reports made on the call of 
November 17, 1916, compared with the 
call of November 10, 1915, disclose a 
phenomenal growth in state banks dur- 
ing these twelve months, and when com- 
parison is made between the increases 
shown in 1916 over 1915 and those 
shown in 1915 over 1914, the results 
are little less than remarkable.” 

The cash assets of the 283 state 
banks in Virginia increased $7,638,313 
during the year, which was more than 
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The Banker——- 
Whose Service © 
Is Understood 


He receives the influx of 
new, profitable business. 
The merits of his Institu- 
tion are known—appreci- 
ated. He is in close, 
harmonious touch with 
those within his sphere of 
influence. 


Healthy banking growth, 

based upon this carefully | | 
maintained relation is 
possible for one Institution | | 
in a community through | | 
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twice the increase shown in the previ- 
ous yearly report. The amount of 
credit extended by the state banks ex- 
ceeded the amount loaned the previous 
year by $8,125,168. The rediscounts 
and bills payable of state banks de- 
creased during the year $1,964,178. 

On the total capital of $13,465,296, 
surplus and profits increased $898,413. 

The most significant feature in the 
bank statement, however, was the enor- 
mous growth in deposits. Deposits (ex- 
cluding deposits of other banks) in- 
creased $16,596,921.68, as compared 
with an increase of only $3,089,928.32 
for the year 1915 over 1914, or, in other 
words, the increase for 1916 was more 
than five times as great as that shown 
in 1915. Deposits of other banks in- 
creased $1,126,733.41, as compared 
with an increase of $412,465.30 for the 
year 1915 over 1914. 

In conclusion the report says: “The 














The Filing 


Department 


By J. Arruour CraMER 
Bank Department Series 


100 pages, indexed 


Price $1.00 


Why not examine 
this book on ap- 
proval atourrisk? 








ROPER filing is essential 
in the modern banking 
institution. This book is the 
result of along, careful study 
of various filing systems for 
banks and describes a method 
which is not too complicated 
and which enables the banker 
to have quick access to all of 
the correspondence and re- 
cords bearing on any particu- 
lar transaction in which he 
may be interested. 

















state banks may, therefore, be said to 
be in a highly prosperous condition as 
a whole, and as long as the present ex- 
tremely abnormal conditions of general 
prosperity exist, the chief point against 
which banks should guard is an undue 
anxiety to force all of their funds 
into profit bearing, lest in their en- 
deavor either to negotiate loans, or to 
make what they believe to be profitable 
investment of their idle funds, they neg- 
lect the ordinary precautions which they 
would insist upon in times of less ease.” 


NEW NATIONAL BANK IN MASSACHUSETTS 


The North Brookfield National Bank 
will soon open for business in North 
Brookfield, Mass., with capital of $50,- 
000 and surplus of $12,000. The offi- 
cers are: President, W. F. Fullam; 
vice-presidents, R. H. Mann of the Park 
Trust Company, Worcester, and B. H. 
Smith; cashier, I. E. Irish, formerly of 

*the Manchester (Mass.) Trust Com- 
pany. 
356 


CHANGES IN PROVIDENCE BANK 


At the annual meeting of the Nation- 
al Bank of Commerce, Providence, R. I., 
Henry L. Wilcox, vice-president, re- 
signed the duties of cashier and Walter 
C. Nye was elected to that office. Frank 
W. Gale was elected vice-president. The 
bank now has assets of nearly $7,- 
000,000. 


NEW BANK BUILDING IN PROVIDENCE 


What will be the finest bank build- 
ing in New England and one of the 
finest in the country is now in course of 
erection by the Rhode Island Hospital 
Trust Company, Providence, from plans 
by York & Sawyer, New York archi- 
tects. It is illustrated on page 357. The 
building will be eleven stories in height 
and the ground floor, basement and mez- 
zanines will be occupied by the com- 
pany, which is one of the oldest in the 
United States, with total assets, includ- 
ing trusts, of nearly $100,000,000. The 
building is to be put up in sections, one 
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New Bank Building now being erected by The Rhode Island Hospital Trust Co., 
Providence, R. I. 


of which will be occupied while the 
present building is removed. 


PLAN BANK CONVENTION FOR BOSTON 


Arrangements are being started for 
the twenty-fifth annual meeting of the 
United States League of Local Building 
and Loan Associations, which is to be 
held in Boston next summer, and which 
is expected to be the largest gathering 
of its kind in the organization’s history. 

Owing to the rapid growth of the 
coéperative banks in Massachusetts (the 
only state in the union where they are 
not known as loan and building associa- 
tions) a great deal of interest is being 
shown already. Former Governor 
Walsh of Fitchburg, who has just been 
chosen president of the Massachusetts 
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Coéperative Bank League, is taking an 
active part in the preparations for the 
convention. Massachusetts stands in 
fourth place, the standings being figured 
on the basis of membership and assets 
of the banks or associations in each 
state. 

The membership, which is figured on 
the number of shareholders (not shares) 
and assets, shows a gain of more than 
13,000 members and more than $10,- 
000,000 in assets during the past year. 
The gain in‘resources amounts to ten 
per cent. and is considered a far better 
showing than that made by any of the 
three leading states, as far as percent- 
age goes. 

There will be several hundred dele- 
gates to the convention, which will last 





CHANDLER M. WOOD, President 
HERBERT T. 
Solicits the Business of 





three and possibly four days, and many 
will bring their wives and daughters. 
Massachusetts coéperative banks, 
through their league and individually, 
will entertain many of the visitors aside 
from the convention program. The plan 
is to have the governor and the mayor 
extend greetings. 

When the meeting was held in St. 
Louis last summer the presiding officer 
was Herbert W. Pinkham, treasurer of 
the Wollaston Coéperative Bank and at 
present secretary of the Massachusetts 
League, who then was the head of the 
Dnited States League. 


BOSTON AND THE ARGENTINE 


Peculiarly intimate, says the Boston 
Herald, are the business ties between 
this city, as the commercial centre of 
New England, and the great and pro- 
gressive capital of the Argentine Repub- 
lic. Ours is the greatest wool market 
in the United States; ours is the great- 
est hide market, and the Argentine is 
the chief source of our supply of these 
two great staples. With direct steam- 
ship conections now seemingly assured, 
we ought to do a large business with 
Buenos Aires. 

The First National Bank of this city, 
in establishing with a full complement 
of financial experts a branch in Buenos 
Aires, responds to the dictates of com- 
mercial geography as well as of busi- 
ness sagacity. The institution plans 
not only to serve the immediate bank- 
ing needs of an enlarged trade in that 
quarter, but to act as a bureau of in- 
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METROPOLITAN TRUST CO. 


40 STATE STREET, BOSTON, MASS. 
MAVERICK SQUARE, EAST BOSTON, MASS. 


Assets, $4,535,000 


OFFICERS 
WILLIAM H. STICKNEY, Vice-Pres. & Treas. 
GREENWOOD, Asst. Sec. 
Individuals, Firms, Corporations and Trustees 
Correspondence relative to Boston and New England Business 
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WALTER 8S. CRANE, Vice-President 
FRANK F. COOK, Sec. & Asst. Treas. 


invited 








formation for any concerns throughout 
New England which may contemplate 
extending their business in the southern 
hemisphere. 


FLAG DISPLAY IN BOSTON BANKS 


By concerted action all the prominent 
banks in Boston are now making a dis- 
play of flags in their banking rooms. 
Handsome silk American and Common- 
wealth of Massachusetts flags are used. 
VICE-PRESIDENT OF YELLOW- 
STONE VALLEY BANK 


ELECTED 


The board of directors of the Yellow- 
stone Valley Bank and Trust Company, 
Sidney, Montana, announced recently 
the election of J. H. Sharpe as vice- 
president and cashier. Formerly Mr. 
Sharpe occupied the position of chief 
superintendent of banks for the State 
of Montana. 


A. I. B. CONVENTION TO BE HELD IN 
DENVER 


The convention of the American In- 
stitute of Banking, it is announced, will 
be held in Denver on September 12, 13 
and. 14. The conventions are one of 
the most important functions of the In- 
stitute, for it is at these that plans and 
new outlines of work are made, and at 
the same time there is offered, for the 
use of all, the valuable experience of 
each member chapter. This year the 
convention is expected to be especially 
interesting, since Institute work has, 
during the past year, made fine progress 
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Over 15,000 farmers wrote 
to us in less than six months 
to inquire about these farm 
labor savers. Hundreds of 
testimonials have come in 
from all over the country 
from satisfied enthusiastic 
users. 


Atthe demonstrations, farm- 
ers saw for themselves the 
superiorities which Case can 


The Sign of 
Mechanical 


Excellence 
the 
World Over 





J. I. CASE THRESHING MACHINE COMPANY, Inc. 


Founded 1842 
447 Erie Street, RACINE, Wis. 
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Study the CASE Tractor 


The more you study tractors, 
the more you will appreciate the merits 
of Case workmanship. 

Quality is the first thing you should con- 
sider. For quality means performance. 


That Case Tractors are ‘‘Quality’’ Tractors 
was proved conclusively by the preference 
for these tractors that existed last year. 


afford to put in its machin- 


ery, and made comparisons. 
Farm paper and Agricultural 
College experts praised the 
performance and _ simplic- 
ity of Case Tractors. 
Farmers and Agricultural 
students everywhere now 
concede Case leadership. 


Study them for yourself and 


- be convinced. 
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in fitting its members for higher posi- 
tions. 
A. B, A. PLEDGES ITS SERVICE TO THE 
NATION 


Seventeen thousand member banks of 
the American Bankers Association have 
offered their services to aid in mobiliz- 
ing the nation’s finance and to promote 
preparedness plans. P. W. Goebel, of 
Kansas City, Kan., president of the 
American Bankers Association, and a 
native of Germany, offered the services 
of the banks to President Wilson with 
these words: “We are American citi- 
zens; we must serve America.” 

KANSAS BANKERS WIN 

VICTORY 


LEGISLATIVE 


Kansas bankers are rejoicing over the 
recent killing of the Chittenden meas- 
ure in the House of Representatives. In 
short, this means that Kansas finance 
will remain on a solid basis. In its 
360 


original form the bill provided that 
twenty persons might subscribe to $10,- 
000 worth of stock and start a bank in 
any desirable locality at any time. In 
the killing of the bill the discretionary 
powers of the charter board are pre- 
served, for, had the bill passed, neither 
the state bank commissioner nor the 
charter board would have the right to 
give judgment. 


BANK MERGER IN CLEVELAND 


A merger of three Cleveland banks, 
representing total resources of $132,- 
000,000, was announced recently. The 
three combining banks were: the Union 
National Bank, the Bank of Commerce 
National Association, and the Citizens 
Savings and Trust Company. Cleveland 
now, because of this merger, has a 
banking combination ranging among the 
half-dozen largest in the country. The 
two national banks will operate as a 
unit while the trust company will op- 
erate separately. The national banks 
have combined deposits of about $50,- 














000,000 and the Citizens about $60,- 
000,000. 
( 
OMAHA BANK ADOPTS PROFIT-SHARING 
PLAN 


Acting on the growing sentiment of 
allowing employees to participate in 
the profits derived from their efforts, the 
board of directors of the Live Stock 
National Bank, of Omaha, Neb., has 
donated a substantial lump sum to a 
monthly cumulative fund that was origi- 
nally started six years ago with this 
object in view. Now that the fund has 
reached adequate proportions, both the 
officers and employees of the institution 
who desire to become beneficiaries there- 























EDWARD E. LOOMIS 
President, Lehigh Valley Railroad 


Mr. Loomis. who is also vice-president of 
the Lackawanna Railroad. has been elected 
president of the Lehigh Valley Railroad. He 
is a railroad executive of exceptional experi- 
ence and fitness and of a strong and attractive 
personality. Though still under 50 years of 
age. he has had an extraordinarily broad and 
varied field of activity. both in railroad opera- 
tion and construction and in coal mining and 
selling, 4 
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War and the oil stocks 


If you are Interested in the effect 
present international cunditions will have 
upon oil sales and upon the stock market 
prices of oil securities, we have prepared 
an interesting letter upon the subject 
which you may have tree for the asking, 
if in your request you specify 
Special Letter X 50 














by will contribute a small percentage of 
their monthly salaries. 

The benefits obtained are in the shape 
of pensions which are received by the 
employees at the age of sixty and after 
twenty years of service with the bank. 
Under certain conditions pensions may 
also be given in case of retirement on 
account of sickness or to the widows 
and children of deceased employees. 


CAR SHORTAGE BOTHERS MINNEAPOLIS 


The dominant item that stands out 
more clearly than all others in a survey 
of Minneapolis conditions is the gravity 
of the car shortage, according to the last 
financial letter of the Northwestern Na- 
tional Bank. Only thirty per cent. of 
the mills are now in operation, the de- 
creased production being due entirely to 
the scarcity of cars. An official of a 
widely known milling company asserts 
that more than eight hundred of his 
twelve hundred employees have been 
thrown out of work as a direct conse- 
quence of this situation. - However, col- 
lections in this territory are in the 
main satisfactory, though there is a 
range of reports from “Not so good as 
a year ago,” to the buoyant “Exception- 
ally good, twenty per cent. ahead of 
last year,” of a wholesaler with a very 
extensive Northwestern business. On 
the whole the tone is decidedly cheerful, 
Bank deposits and interest rates show 
a seasonable slight decline. 

The letter quotes E. W. Decker, 
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UNITED STATES OF AMERICA 


It having been reported to him that there is anxiety 
in some quarters on the part of persons residing in this 
country who are the subjects of foreign states lest their 
bank deposits or other property should be seized in the 
event of war between the United States and a foreign 
nation, The President authorizes the statement that all 
such fears are entirely unfounded. 


The Government of the United States will in no cir- 
cumstances take advantage of a state of war to take pos- 
session of property to which international understandings 
and the recognized law of the land give it no just claim 
or title. It will scrupulously respect all private rights alike 
of its own citizens and of the subjects of foreign states. 


ROBERT LANSING, 
Secretary of State 


Washington, D. C., 
February 8, 1917 


The Iflinois Bankers Association circulated among its members this copy of an official 
telegram, setting at rest any anxiety on the part of aliens as to the 
security of their bank deposits. 





president of the bank, as saying: ple and that they are largely conserving 


“There are a few points in reference to 
our own territory, in considering the 
close of the present war, which stand 
out quite clearly. In the first place we 
are much stronger financially to meet 
whatever may come than we have ever 
been before. The high prices of farm 
products and the general activity in 
business have put our farmers and mer- 
chants in, I believe, the best financial 
condition they have ever been. I be- 
lieve also that there is a feeling of con- 
servatism quite general among our peo- 


their resources and their unusual profits 
for possible future depreciation in 
prices. 

“On the other hand, it seems that we 
must expect that the present large vol- 
ume of business, due partly to abnor- 
mally high prices of commodities, is 
likely to decline when the war ceases, 
or at least within a year or so after its 
close. If we anticipate and expect this, 
and prepare ourselves for it, which un- 
doubtedly it is our duty to do, I see no 











| READ 


Announcement No. 


—to Bankers 


(No “Stock Selling” proposition. Strictly a Manufacturing 
and Merchandising proposition for your community.) 








ERE is a big opportunity for any Banker to make con- 
siderable money for himself and get the credit of his 
community for bringing this money-making industry to 

his town. Over 2000 Bankers have been highly recommending 
this mill for seven years. 
(MIDGET 


AMERICAN ..:#%:, MARVEL MILL 


This mill isnow making over 1000 of its owners, the 
i> members of Community Marvel Millers, from $150 to $1000 
ow Pays Ng: m per month and up, supplying FLavo FLour to their com- 

Ps. ) of ' munities. 
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on FLavo FLour start- 
ed February 10th with 
page in The Saturday 
ivening Post, to be 
continued as one of the 
largest campaigns on 
any flour, for Members 
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$100,000.00 | i | M Bankers— 
Advertising } for ee and 
Campaign i full cash. com- 


mission offer to 
you, the banker, 
and whole prop- 
osition. Get our 
Exclusive 
Bankers’ 
Profit Plan 


of Community Mar- 
vel Millers. 
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THE ANGLO-AMERICAN MILL CO., Inc. 
204-210 Trust Bidg., Owensboro, Ky., U.S. A. 


Please send me your complete proposition and facts about the op 
portunity to get started making FLavo FLour with an American 
(Midget) Marvel Flour Mill iv my community ; also information 
about your “Special Selling Plans,’ Service Department and 
how to become a member of the Community Marvel Millers Asso. 
ciation, Send book—‘‘ The Story of a Wonderful Flour Mill.” 


mony 


Our Offer | D ope ised 






Men in every community 
and millers who have long- 
system mills and are not 
making the money or kind 
of flour they should, can get 
back quickly into money- 
making with an American 
(Midget) Marvel Mill mak- 
ing FLavo Natured - Fla- 
vored FLour. 





NOTE, PLEASE: Book describes the 6 sizes American (Midget) Marvel Mills we build, 15, 25, 40, 
50, 75 and 100 barrels per day, and it will be sent only to men who are interested such, a8 bankers, 
grain men, millers, elevator men, farmers or investors seeking a profitable business opportanity. 
(104) 
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BUDGET CHEQUES 





Better than Publicity 





Would secure for you the favorable attention 
of all those with whom your depositors deal 


Correspondence invited 


THE BUDGET CHEQUE CORPORATION 


124 S. Michigan Ave., 


CHICAGO 
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reason why we will not be able to meet 
it successfully.” 
GOOD VOLUME OF BUSINESS IN CHICAGO 

In speaking of local conditions the 
National City Bank of Chicago in its 
February financial letter says that an 
excellent volume of business is still be- 
ing done in that section. There is a 
note of conservatism, however, which 
is in general making business men base 
their operations for future contracts 
upon the developments that are likely 
to take place after the war ends. 

All the steel mills in this vicinity are 
crowded with orders and some plants 
have all the business that they can take 
care of for a year at least. Inasmuch 
as most of this business has been booked 
at a very high level, the indications are 
that a large profit will be cleared by the 
manufacturers. Just what this profit 
will be depends largely, however, on the 
working out of the labor item and the 
further concessions which may have to 


364 


be made. The cost of labor is by far the 
most uncertain quantity with which 
manufacturers have to deal. The high 
price of raw material is burdensome 
enough, but the difficulty of providing 
for that element is not nearly as great 
as the difficulty in figuring out what 
an employer will have to pay his em- 
ployees six months hence. 

The sharp rise in the price of corn 
carried that staple to the highest level 
touched within half a century. Very 
high quotations for all grains and live 
stock have helped sentiment here. There 
is a quiet confidence felt about the fu- 
ture, irrespective of peace uncertainties. 
It is difficult for any community with 
an abnormally large earning capacity to 
become very pessimistic about condi- 
tions. The inability of the railroads to 
give quick transportation service is still 
hampering business and most freight 
yards in this locality are heavily con- 
gested. This condition of semi-blockade 
has doubled or trebled the length of time 
ordinarily required to ship produce and 














wW 4 


he 
ch 
zh 
ne 
ng 
at 
at 
n- 


rn 


ht 


ne 
nd 























DEVELOPING 
MAN-POWER 


IN 


BANKING 





Some ‘men, like machines, are replacable at cost, or less. Others 
are indispensable as the power which propels the modern super- 
dreadnought. 


Modern banking needs these power men, men who can solve in- 
telligently the intricate banking problems of today, who can create 
and develop new business, and who are capable of forming sound 
banking judgments. And there is a way of developing executive 
bankers, for the complex problems of present-day banking. 


The New La Salle Course in Banking and Finance 


offers for the first time, practical and fundamental training in bank- 
ing—not merely for clerical work, but for the real brain work of 
modern banking. It makes a concrete appeal to bank officers, 
directors, cashiers, and bank employees, who have a spirit for the 
better things in banking. 


A Few of the Noted Authorities in Banking and Finance Who 
Have Made this Course Possible 


Elmer H. Youngman, Editor, The Bankers Maga- 0. Howard Wolfe, Cashier, Philadelphia National 
zine, New York City Bank, Philadelphia. 

H. Parker Willis, Ph. D., Secretary, Federal Reserve Walter D. Moody, Managing Director, Chicago 
Boa; ad. Washington. Plan Commission 

George E. Roberts, National City Bank, New York R. S. White, Collection Manager, American Steel 
City. and Wire Company. 

Arthur B Hall, A. B., Real Estate Expert, Cc. M. Cartwright, Managiug Editor, Western 
Chicago. Underwriter, Chicago ; 

Louis Guenther, Editor, Financial World, New Warren F Hickernell, A. B., Former Editor Brook- 
York City. mire Economic Service. 

Frederick Vierling, Trust Officer, Mississippi Irving R. Allen, Sales and Advertising Counselor, 
Vailey Trnuet Company, St. Louis. Chicago. 

Edward M. Skinner, General Manager, Wilson 
Brothers, Chicago. 

William Bethke. M. A., Director, Department of Business 
Administration, La Salle Extension University 

Samuel D. Hirschl, S. B., J. D., Member Illinois Bar, 
Chicago, 

Frederick Thulin, LL. B., Formerly of the Union Trust Com- 
pany, Chicago. 


60-Page Book “ Banking and 
Finance ” FREE upon Request 


This publication will be mailed free and post- 
paid to any bank officer or individual inter- 
ested. It contains useful information on 
modern banking questions and shows clearly 
what this course can do for the individual 
or fora bank. You owe it to yourself and 
your business to know about this work. 
Write for your copy today. 






Address 


LaSALLE EXTENSION UNIVERSIT 


‘* The World’s Greatest Extension University ’’ 


Dept. 1312-D Chicago, Illinois 
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The National Stock Yards National Bank 


AND 


The National Cattle Loan Company 


ST. LOUIS NATIONAL STOCK YARDS, ILLS. 


Are the largest cattle financing institution in the Eighth Federal 
Reserve District 


WIRT WRIGHT, President 


0. J. SULLIVAN, Vice-Pres. & Cashier 








merchandise from market to market. 
The Interstate Commerce Commission 
has taken drastic measures to relieve 
this situation. It may be doubted, how- 
ever, whether the railroads can do much 
better than they are doing with the 
equipment at their command. The crux 
of the matter is that the railroads are 
handling a record breaking business, 


The % COLLECTION 
BANK -‘CHICAGO 


Frederick H. Rawson, President 
Frederick L. Wilk, V. Pres. 


F 
Charles P. Kenning, Asst. C 
John 8S. Gleason, Asst. Cash. 
Edward A. Hoeft, Asst. Cash. 
H. Lindsay Wheeler, Asst. Cash. 
Albert Seckel, Asst. Cash. 

The department of Banke and Bankers, in- 
ginding Collection Service, is in charge of O. 
B. Hazlewood, Vice-President, and H. Lindsay 
Wheeler and Albert Secke!, Asst. Cashiers. 


The UNION TRUST COMPANY is an old, conservative 
commercial business, 


k, doing a stric 
Established 


in 1869. 





with a supply of rolling stock and equip- 
ment which is very slightly larger than 
that of two years ago. In other words, 
the increase in traffic facilities has not 
been commensurable with the increase in 
the country’s business. These conditions 
will be relieved in time, although it is 
clear that the situation cannot be fully 
taken care of at once with the equip- 
ment concerns sold a year ahead. 


CAUSE OF AGRICULTURAL SHORTAGE 


There is a world-wide shortage of the 
principal products of agricultural and 
pastoral origin according to the Febru- 
ary business review of the National 
Bank of the Republic in Chicago. Food- 
stuffs of all kinds, leather, cotton and 
wool, are notable examples. While 
every producing locality of the world 
has experienced other conditions pecu- 
liar to itself, there are two almost uni- 
versal factors that are responsible for 
this result—first, a decreased produc- 
tion due to the shortage of labor and 
to the draining off of farm labor by 
war recruiting or by the greater needs 
of industry, and second, a greatly en- 
hanced rate of consumption brought 
about by the exigencies and waste of 
war and by the larger purchasing power 
of the prosperous neutral world. A repe- 
tition of the short 1916 harvests of the 
world would be nothing less than a ca- 
tastrophe, as the only thing that pre- 
vented a dangerous scarcity of edible 
grains in the present season was the 
large supplies saved from preceding 
crops. With regard to cotton, the situ- 
ation hinges upon an almost total ab- 
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Write for our booklet 
“ Essentials in the 
Granting of 





B22 j ; 


sence of supplies in the Central Em- 
pires, and the very much larger world 
consumption of cotton for other than 
textile purposes. In the case of leather 
and wool it is believed that several years 
must elapse before prices get back to 
normal levels, as the herds and flocks of 
Europe have been greatly decimated as 
a result of the war, while those of other 
parts of the world have failed to keep 
pace with the larger world consumption. 


MISSISSIPPI VALLEY ELECTS DIRECTORS 


Four new members were added to the 
board of directors of the Mississippi 
Valley Trust Company of St. Louis, 
Mo., at its annual stockholders’ meeting 
Monday, February 5, 1917. They are: 
Charles Wiggins, J. D. Perry Francis, 
Bradford Shinkle, and F. W. Edlin. 

Mr. Wiggins is one of the trustees of 
the Liggett estate, and a member of the 
well-known St. Louis family which gave 
its name to the Wiggins Ferry Com- 
pany, now part of the Terminal Rail- 
road Association. 

J. D. Perry Francis is the eldest son 
of Ex-Governor D. R. Francis, U. S. 


New Ideas in Banking 


This institution is constantly 
seeking new ideas in banking 
and always ready to communi- 
cate results of its investigations 
to other institutions, whether 
they do business with it or not. 


We solicit correspondence re- 
garding Credit Methods, Welfare 
Work for Employes, Advertising 
and all other matters of interest 
to progressive banks and trust 
companies. 


, Doe Alley Sbavisr cy 


Saint Louis 


Ambassador to Russia, who is also a 
member of the Trust Company’s Board. 
Mr. Francis is a member of the broker- 
age and commission firm of Francis 
Bro. & Co., and a director of the St. 
Louis Republic, the Scurggs-Vander- 
voort-Barney D. G. Co., and the Mort- 
gage Trust Company. 

Bradford Shinkle is treasurer of the 
Johnson, Stephens & Shinkle Shoe 
Company, one of the newest St. Louis 
industries. He was formerly purchas- 
ing agent for the International Shoe 
Company. 

F. W. Edlin is general manager of 
the St. Louis branch of the John Deere 
Plow Company and secretary-treasurer 
of the Reliance Buggy Company. 

Besides the four new directors, six 
members of the board whose terms ex- 
pired were reélected for three years. 
They are: James E. Brock, secretary, 
and John D. Davis, vice-president of 
the company, S. E. Hoffman; George A. 
Mahan, of Mahan, Smith & Mahan of 
Hannibal, Mo.; Wm. D. Orthwein and 
Charles E. Schaff, receiver of the Mis- 
souri, Kansas & Texas Railway. 

The board as now constituted is as 
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Established 
1857 


60 Years of Con- 


servative Banking 


Mechanics-American 
National Bank 


of St. Louis 
Capital, $2,000,000 


Surplus, $2,500,000 


Resources, $45,000,000 


A STRONG BANK WITH THE EQUIPMENT, THE EXPERIENCE AND 
THE STRENGTH TO GIVE THE BEST SERVICE 


ACCOUNTS INVITED 
WALKER HILL, President 


FRANK O. HICKS. . . Vice-President 
JACKSON JOHNSON .. Vice-President 
EPHRON CATLIN. . . Vice-President 


WILLIAM H.HETTEL . 


follows: Wm. Bagnell, president Bag- 
nell ‘Timber Company; Eugene H. Be- 
noist, James E. Brock, secretary; John 
D. Davis, vice-president; Frank W. 
Edlin, secretary and manager John 
Deere Plow Company; David R. Fran- 
wis, U. S. Ambassador to Russia; J. D. 
Perry Francis, Francis Bros. & Co.; S. 
E. Hoffman, Breckinridge Jones, presi- 
dent; William G. Lackey, vice-presi- 
dent; George A. Mahan, Mahan, Smith 
& Mahan, Hannibal, Mo.; Robert J. 
O'Reilly, M.D.; Fred C. Orthwein, 
vice-president Wm. D. Orthwein Grain 
Co.; Wm. D. Orthwein, Henry W. Pe- 
ters, vice-president International Shoe 
Company; H. Clay Pierce, chairman 
board, Pierce Oil Corporation; Henry 
S. Priest, Boyle & Priest; Charles F. 
Schaff, receiver M., K. & T. Ry.; Brad- 
ford Shinkle, treasurer, Johnson, Ste- 
phens & Shinkle Shoe Co.; J. Sheppard 
Smith, vice-president; R. H. Stockton, 
president Majestic Manufacturing 
Company; Frederick Vierling, 
president and trust officer; Julius S. 


vice- 


a6s 


JOSEPH S. CALFEE 
CHARLES L. ALLEN . 
JAMES R. LEAVELL. 
Asst. Cashier 


Cashier 
. Asst. Cashier 
. Asst. Cashier 


Walsh, chairman of the board of direc- 
tors; Louis Werner, president Louis 
Werner Stave Company; Charles Wig- 
gins Co., trustee, Liggett estate. 


SAYS LONDON BANKING POSITION IS 
SOUND 


Ben Blanchard, long a banker in 
Kansas City, Mo., and for seven years 
past actively engaged in banking in 
London and Paris, has been making a 
tour inspecting his various interests in 
the United States. Mr. Blanchard, 
who besides his European banking in- 
terests is president of a number of 
American companies, made the state- 
ment that London’s financial condition 
is absolutely sound. 


MERCANTILE NATIONAL BANK OF ST. 
LOUIS ELECTS NEW OFFICERS 


At the annual meeting of the Mercan- 
tile National Bank Edward Buder was 
elected a vice-president. Mr. Buder 








THE BANKERS 


EDWARD BUDER 
Vice-President, Mercantile National Bank, St. Louis 


has been cashier since the bank’s organ- 


ization in 1909. 
elected 


W. C. Waggoner was 
-ashier and a director. 


FIRST NATIONAL BANK OF FORT WAYNE, 
INDIANA 


A very gratifying rate of growth is 
shown in the accompanying extracts 
from reports of this bank. The figures 
for July 16, 1902, are from the first 
published statement after the election 
of C. H. Worden as vice-president of 
the bank; those for August 26, 1905, 
are from the first published statement 
after the consolidation of the White Na- 
tional Bank with the First National 


July 16, 1902 


Loans and discounts 
Due from banks 
Securities 

Cash 

Deposits 

Total resources 


$542,928 
233,328 
212,041 
132,068 
703,770 
1,190,488 


MAGAZINE 369 





Accurate News of Pacific Northwest 


Have You Business or Investment Interests 
in Washington, Oregon, Montana, Idaho, 
Alaska or tsritish Columbia ? 

The authoritative commercial and financial 

publication of this section is BUSINESS 

CHRONICLE OF THE PACIFIC NORTH- 

WEST issued every Saturday Morning. It 

tells what you need to know of banking, invest- 

ments, lumber, fish, apples, agricultura! pro 
ducts, mining, foreign trade, railway and ma- 
rine transpertation, commercial and business 
affairs generally,and analyzescurrent p ogress 
and development. You may rely upon what 
you see in its columns. 

_Send for free sample copy. 
like it anywhere. 


BUSINESS CHRONICLE 
EDWIN SELVIN, Editor 
Alaska Building SEATTLE. U.S. A. 


There isno paper 











Cc. H. WORDEN 
President, The First National Bank, Fort Wayne, Ind. 


Bank; those for June 30, 1910, the 
first published statement after the oc- 
cupation by the First National Bank 


Aug. 26, 1905 
$2,437,851 
585,479 
168,305 
338,717 
2,937,211 
4,197,429 


June 30, 1910 
$2,889,545 
451,986 
284,035 
545,681 
3,639,645 
4,885,266 


Dec.. 27,1916. 
$3,245,502 
749,804 
1,359,311 
751,782 
5,701,891 
6,927,574 





Is It Not Sound Policy 


to send your Baltaxore business to the bank 
whose half century of experience gives assur- 
ance of efficiency and strength? 

For the handling of collections and all other 
banking business, this institution is admirably 


equipped. 


Large capital, surplus and resources enable 
this bank to offer you complete banking facili- 
ties and services which are real and not 


visionary. 


National Exchange Bank 


aL: 


tae Baltimore, Md. 


a ee oe 


Capital & Surplus, $2,350,000 Resources, $10,868,000 


WALDO NEWCOMER, President 


SUMMERFIELD BALDWIN, Vice-Pres. 
R. VINTON LANSDALE, Cashier 
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CLINTON G. MORGAN, Asst. Cash. 
JOSEPH W. LEFFLER, Asst. Cash. 
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of its present quarters; and the Decem- 
ber 27, 1916, figures are from the last 
published statement. 

The First National Bank of Fort 
Wayne is among the oldest of the na- 
tional banks in the United States, hav- 
ing been organized in 1863 with charter 
number eleven of the system. It is the 
largest bank in Fort Wayne and close 
to the front in point of size in the State 
of Indiana. 

Mr. C. H. Worden, heretofore vice- 
president, was recently elected presi- 
dent. He is a former president of the 
Indiana Bankers Association and one of 
the active and successful bankers of his 
community. 


POINTS TO PROSPERITY OF LONG BEACH, 
CAL. 


First National Bank of Long Beach, 
California, reports excellent local con- 
ditions in its February financial letter 
and even better prospects for the fu- 
ture. In their own city the bank states 

370 


that there seems very little occasion for 
uncertainty at the present time, nor 
should there be even by the fact of the 
country’s entry into the war. Substan- 
tiating this statement the latter con- 
tinues: 

“While a great city, with wonderful- 
ly developing industries, we are not one 
of the sensitively organized industrial 
communities of the country, but more 
conspicuously residential; living upon 
great fertility, moderate manufacturing, 
immense natural resources and the in- 
flow of great wealth produced in other 
places. We are not closely involved 
in foreign commerce. Our business and 
our development are, to a great extent, 
a consequence of eastern conditions, and 
being such they occur later in time. Our 
periods of great growth should logically 
follow periods of great business and ac- 
cumulation of wealth in our eastern 
states. This very influence and its con- 
sequences have been plainly evident 
here in steadily increasing measure dur- 
ing the past year. There are numerous 








SEND YOUR BUSINESS 


ON THE 


TWIN CITIES *Stux NORTHWEST 


SECURITy 


ar Wale). 7 vo 
BANK 


CAPITAL AND SURPLUS 
TEN MILLION DOLLARS 


WE ARE PREPARED TO MEET YOUR MOST 
EXACTING REQUIREMENTS AND 
CORDIALLY INVITE YOU 
TO WRITE TO US 




















ADRIAN H. MULLER & SON 


55 WILLIAM STREET, Corner of Pine Street, NEW YORK 


AUCTIONEERS 


The Business of Banks, Bankers, Investors and Dealers in Securities 
generally, receives prompt and careful attention. 


STOCKS AND BONDS AT AUCTION 


REGULAR AUCTION SALES OF ALL CLASSES OF STOCKS AND 
BONDS EVERY WEDNESDAY 


Real Estate at Public and Private Sale 


Prompt Returns on all business entrusted to us 











sources of information which furnish 
evidence of our local business conditions 
and tendencies, and from a study of 
these it seems altogether probable that 
locally we have entered upon a period 
of distinct business progress and devel- 
opment, and that even though the ad- 
vance of the past year has been very 
substantial, we are much nearer to the 
beginning of it than the end. We en- 
tered upon this period long after our 
eastern states had already done so, and 
we may perhaps continue in it for a 
time after they have ceased. Looking, 
however, only to the causes which are 
now present, there appears in them 
much to enforce a greater and more 
rapid business progress than we have 
yet seen, and there appear in the pres- 
ent situation to be few, if any, influ- 
ences to retard it. 


FREIGHT CONGESTION REPORTED IN 


SAN DIEGO 
For the first time in ten years a 
shortage in freight cars was re- 


ported on January 1, is the statement 
of the First National Bank of San 
Diego, California, given in the bank’s 
financial letter for February in speak- 
ing of local conditions. A canvass 
made of a dozen important manufactur- 
ing corporations shows a large advance 
in buying and that orders on hand at 
the close of 1916 were one hundred and 
ninety per cent. greater than at the 
close of 1914. Producers are ninety- 
five per cent. sold out for the next six 
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months. Notwithstanding the record 
buying of last year, negotiations are be- 
ing conducted for immense foreign pur- 
ehase and these orders are not subject 
to cancellation. The phenomenal rise 
in the price of oil is producing a new 
crop of millionaires in the Southwest. 
May corn around a dollar a bushel has 
sold at the highest price in half a cen- 
tury. Ninety cents for corn in Janu- 
ary is considered a fancy price. Farm 
production in the country as a whole 
reached a new high level last year, not- 
withstanding the reduced yields. The 
figures just made public by the Depart- 
ment of Agriculture place the total 
value of the crops and animal products 
at $13,449,000,000. This valuation 
breaks all records and shows a gain 
over 1915 values of $2,674,000,000, and 
over 1914 of $3,554,000,000. The mere 
increases in farm production values last 
year exceeded the census gross value of 
farm production for the year 1889. 
Corn, cotton, hay and wheat each rep- 
resented a total valuation of more than 
one billion dollars. Other crops valued 
at $100,000,000 or more included oats, 
potatoes, apples, tobacco and barley. 
Scientific farming is being introduced 
everywhere. It is a movement of great 
significance. 

The chaos abroad is chiefly responsi- 
ble for high living expenses, although 
the reduced crop yields—wheat produc- 
tion last year fell thirty-eight per cent. 
below 1915 and corn fifteen per cent. 
lower—have had somethirg to do with 
it. 
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Ask Your Stationer for 


Bankers Linen Bankers Linen Bond 


Made in Flat Papers, Typewriter Papers and Envelopes 


They are fully appreciated by the discriminating banker desiring high-grade 
serviceable paper for correspondence and typewriter purposes 


SOLE AGENTS 


F. W. ANDERSON & CO. 


INCORPORATED 


34 Beekman Street, New York 


























OLD NATIONAL BANK’S TWENTY-FIFTH 
ANNIVERSARY 


Early in the present year the Old 
National Bank of Spokane, Washington, 
reached its twenty-fifth anniversary, af- 
fording a viewpoint from which to make 
a retrospect of the bank’s progress. 

From a small two-story frame build- 
ing the bank has advanced to a modern 
fifteen-story structure, while the de- 
posits have steadily advanced until they 
now exceed sixteen million dollars. 

There has been rather a remarkable 
continuity of official management, two 
presidents only having served from the 
organization until the present time. 
These were S. S. Glidden, who served 
from December, 1891, to November, 
1902, and D. W. Twohy, who succeeded 
Mr. Glidden and is still president of 
the bank. W. D. Vincent, vice-presi- 
dent, has also been in the service 
of the bank for over twenty-two years. 
Mr. Vincent was the first assistant cash- 
ier and later cashier, and is now vice- 
president. J. A. Yeomans, cashier, has 
also been connected with the bank 
since 1895. 

At the time the first statement of the 
bank was issued in 1892, the deposits 
were $25,344.20 and total resources 
$312,837.27. According to the last 
statement rendered in the year 1916 de- 
posits were $16,212,233.15, and total 
resources $18,751,651.16. The capital 
shown in the first statement was $201,- 
000, with $6,493 undivided profits, 
while now the capital is $1,000,000 and 
surplus and profits $565,018. 

The successive steps in the bank’s 


growth may be more clearly traced from 
the accompanying comparative figures: 


Year. Deposits. Capital. 
OD cucu $960,000 $200,000 
a 2,965,000 200,000 
ee 5,270,000 500,000 
ee 7,344,000 500,000 
BRED 2.06400 8,269,000 1,000,000 
ee 16,212,000 1,000,000 


The Old National Bank has admir- 
ably fulfilied the highest demands of 
banking service for a quarter of a cen- 
tury, and enters upon a new period of 
growth and usefulness with every prom- 
ise of maintaining and enlarging the 
record of progress and success already 
to its credit. 


UNION TRUST COMPANY OF SPOKANE 
MOVES TO OLD NATIONAL BANK 
BUILDING 


On February 5 the Union Trust Com- 
pany of Spokane (formerly Union Trust 
and Savings Bank) took occupancy of 
temporary quarters on the eighth floor 
of the Old National Bank Building, 
pending completion of its new quarters 
in the Old National banking room, re- 
modeling of which is now in progress. 

When the new quarters are completed 
the Old National and Union Trust will 
occupy a floor space 100 by 142 feet, 
exclusive of basement and mezzanine 
floors—which is believed to be the larg- 
est area occupied by any bank in this 
part of the country. 

The two institutions retain their sep- 
arate identities as individual corpora- 
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The 
Old National 
Bank 
| 


of SpoKane 


ITH direct connections in 

every banking point through- 

out the ‘‘Inland Empire” — 
a region three times the size of | 
Alabama, of which Spokane is the | 
financial and railroad center— The 
Old National has the facilities to | 
collect your Pacific Northwest 
items with exceptional economy | 
and dispatch. 


OFFICERS 
D. W. TWOHY, President | 
T. J. HUMBIRD, Vice-President 
W. D. VINCENT, Vice-President 
J. A. YEOMANS, Cashier 
W. J. SMITHSON 
@. H. GREENWOOD J. W. BRADLEY 
Assistant Cashiers 


RESOURCES : $19,000,000 
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tions, but are operated under one board 
of directors. 

The officers of the Old National Bank 
are: D. W. Twohy, president; T. J. 
Humbird, vice-president; W. D. Vin- 
cent, vice-president; J. A. Yeomans, 
cashier; W. J. Smithson, G. H. Green- 
wood, J. W. Bradley, assistant cashiers. 

The officers of the Union Trust Com- 
pany are: D. W. Twohy, president; W. 
J. C. Wakefield, vice-president; W. J. 
Kommers, vice-president; James C. 
Cunningham, _vice-president-manager ; 
Frank C. Paine, secretary; Arthur S. 
Blum, treasurer, and H. E. Fraser, as- 
sistant secretary. 

No change will be made in the char- 
acter of business transacted by the Old 
National, which will cover banking in 
all its branches, including commercial 
and savings accounts, collections and 
escrows, exchange and money orders. 

The Union Trust will devote its ener- 
gies exclusively to the conduct of its ex- 
tensive and growing trust business, the 
principal branches of which include the 
care of estates, the making of farm and 
city mortgage loans, the investment of 
funds, the management of property, in- 
surance, etc. It now has over seven mil- 
lions in trust funds—a record without 
parallel in the Northwest—and should 
make even greater strides under the 
ideal condition afforded for closer coép- 
eration in the new combined banking 
quarters. 

Assets of the Old National now are 
more than $18,000,000 and those of the 
Union Trust Company $8,000,000, giv- 
ing total resources of the two corpora- 
tions of $26,000,000. 

The former quarters of the Trust 
Company in the Marble Bank building 
are being remodeled by the Fidelity 
National Bank, which expects to occu- 
py them sometime during the latter part 
of the month. 


GROWTH IN THE COMMERCE OF THE PORT 
OF SAN FRANCISCO. 


The Anglo and London-Paris Nation- 
al Bank of San Francisco in its Febru- 
ary financial letter reports that it finds 
in local finance no developments of spe- 
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cial interest during the past month. 
There is the same abundance of money 
and the same prudence in regard to fu- 
ture commitments that exist elsewhere. 
Systematic efforts to eliminate exces- 
sive speculation from the processes of 
land settlements are likely to increase 
immigration and benefit all industries. 

A striking feature of the progress of 
this city during 1916 was the great in- 
crease of the commerce of this port. Our 
imports were of the value of $117,128,- 
253 as against $83,338,138 in 1915 and 
our exports $123,943,273 as against 
$80,539,218 in 1915. While a great deal 
of tonnage, including all the liners op- 
erating between this and Atlantic ports, 
has been drawn away by more protfiable 
business offering in other oceans, there 
has been the beginning of direct sailings 
to South American and East Indian 
ports with which we have not before had 
direct connection. Our coast-wise ship- 
ping facilities are better than ever be- 
fore and the plans of the large shipping 
companies, so far as known, all indicate 
an expectation of great expansion upon 
the return of peace. All our ocean 
trade with Atlantic ports is by freight- 
ers having no regular sailings. Our 
greatest increase of trade has been with 
Japan, to which our exports, in round 
numbers, were $39,000,000, Russia 
coming next with $13,000,000 and Aus- 
tralia third, with $12,000,000. Our ex- 
ports to those countries were mainly 
California products of which mineral oil 
and its products were most important, 
while the bulk of our imports from the 
Orient were of raw silk, rubber, tea, 
beans, rice, etc., most of which was im- 
ported for eastern account. 


CALIFORNIA LEADS IN GOLD PRODUCTION 


It is interesting to note in the last 
financial letter of the American Na- 
tional Bank of San Francisco that the 
production of gold and silver in the 
United States last year fell far below 
that of 1915 by $8,719,300 for gold 
and 2,077,275 ounces of silver, notwith- 
standing that money was never more 
active and the price of silver higher than 
at any time since 1893. California led 
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in the production of gold, with 1,069,586 
ounces, valued at $22,110,300. Mon- 
tana led in silver production with 14,- 
751,000 ounces, while Nevada ranked 
fourth for gold, with $8,428,200, and 
third for silver, with 12,784,600 ounces. 


OFFICIAL CHANGES IN LONG BEACH, 
CAL., BANK 


The Marine Commercial and Savings 
Bank of Long Beach, Cal., has an- 
nounced that Ed. H. Wallace, formerly 
vice-president, has been made also cash- 
ier of the bank, to succeed Ben. H. 
Smith, who has resigned. Max R. Wal- 
lace, formerly cashier of the First Na- 
tional Bank of Newport Beach, Cal., has 
been elected an assistant cashier of the 
Marine Bank. 








Berkeley, California 


OUR BERKELEY 
business is invited on 
the basis of prompt and 

efficient service. This bank 
is the oldest in the city and 
offers advantages worth the 
consideration of other bank- 
ers having business in this 
locality. 





A. W. NAYLOR.......... President 
F. L. NAYLOR..... Vice-President 
W. E. WOOLSEY.. Vice-President 


W. F. MORRISH........... Cashier 
G. T. DOUGLAS..... Asst. Cashier 
G. Te. PAB. cccccccces Asst. Cashier 
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WHERE ARE THEY? 


The man who had made a huge for- 
tune was speaking a few words to a 
number of students in a business class. 
Of course, the main theme of his address 
was himself. 

“All my success in life, all my tre- 
mendous financial prestige,’ he said 
proudly, “I owe to one thing alone— 
pluck, pluck, pluck!” 

He made an impressive pause here 
but the effect was ruined by one student, 
who asked impressively: 

“Yes, sir; but how are we to find 
the right people to pluck?” 

—Philadelphia Ledger. 


TOO PROUD TO SAVE 


As a people it is not to be denied 
that we are prodigal sons and daughters. 
Other nations hold up their hands and 
exclaim over our costly leavings. A pro- 
vincial French family could easily sub- 
sist on what the average American fam- 


ily throws away. We raise our voices 
in justified protest against monopolistic 
robber barons of the food markets. But 
we do not check the waste from our own 
back door. 

—Philadelphia Ledger. 


HEARD IN THE BANK 


A woman from the country made a 
deposit consisting of several items. After 
ascertaining the amount the receiving 
teller asked: “Did you foot it up?” 
“No, I rode in,’ said she. 

— Boston Herald. 


HAD TO TREAT OFTEN 


Directors of a mutual loan and trust 
company in Conneaut, O., stated that 
every time an increase of $100,000 was 
noted in the deposits they would en- 
tertain each other at a banquet. Three 
such dinners have been held within a 
year. 
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A Song of the Ticker 


(Amos R. Wells, in “Life.’’) 


The ticker is a tricker: in its paltry pa- 
per coils 
It will wind you, it will bind you firm 
as fate; 
With its whirring and its purring it 
will have you in its toils, 
And your waking will be woefully too 
late. 


While you think it’s giving out it will 
calmly take you in; 
While you think you’re getting rich 
you're getting poor; 
‘Twill cajole you and control you, it 
will promise you will win, 
It will draw you to destruction with 
its lure. 


For the ticker is a tricker: down below 
its glassy top 
There’s a waiting and ingratiating 
maw; 
In its heartless, hollow deep you will 
hear your ducats drop 
As it grabs them with its snaky pa- 
per paw. 


Yes, the ticker is a tricker; and the way 
to turn the trick 
Is to leave the crafty creature quite 
alone; 
If you dicker with the tricker you'll be 
playing with Old Nick— 
A game that has no gaining but 2 
groan. 








